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Foreword
MAP publications are designed as educational and reference
material for members of the AICPA and others interested in prac
tice management. They are intended to provide practitioners with
up-to-date guidance on aspects of firm management.
Well-drafted partnership agreements and incorporation docu
ments are the basis for effective firm operations—the foundation
of successful firms. With the necessary organizational documents
in place, members of your firm know what is expected of them
and what to expect from the firm.
Whether you practice as a partnership or professional corpora
tion, your organizational documents should reflect your firm’s
management style and professional goals. This book will help you
and your partners fully participate in the process of drafting your
firm’s partnership agreement or incorporation documents. You will
be better able to work in concert with your attorney to draft docu
ments that are suited to the special needs and goals of your firm.
In July 1990, the AICPA Board of Directors approved for sub
mission to the AICPA Council a proposal to permit members of the
AICPA to practice as limited liability corporations. The proposal
will be discussed at the Fall 1990 Council meeting and, if
approved, will be submitted to the full membership by mail ballot.
The results of the ballot should be known by the spring of 1991. If
the proposal is approved by the membership, members should
know that most state statutes now permit CPA firms to practice
only as partnerships or professional corporations which impose
unlimited liability on those involved with the engagement. The
AICPA will keep members informed of developments. The
Management of an Accounting Practice Committee will communi
cate news on this issue in The Practicing CPA.
Louis J. Barbich
Chairman
Management of an Accounting
Practice Committee

iii

Nancy Myers
Director
Industry and Practice
Management Division

Preface
This book is intended to help you prepare partnership agree
ments and incorporation documents and to provide you with a
summary of concepts that are involved in this process. IT IS NOT
INTENDED TO PROVIDE LEGAL ADVICE OR TO SERVE AS A
LEGAL FORM. Rather, it demonstrates that the active participa
tion of legal counsel is essential. Since the planning and creation
of an accounting practice and its organizational documents
involve both detailed personal and technical issues, the combined
involvement of you, your partners, and a competent attorney
should improve your firm’s prospects for success.
This book is divided into four sections:
•

•

•

•

Section I discusses factors to consider when you decide
which business entity is appropriate for your accounting
practice. It includes a chart that identifies and compares the
foremost business characteristics to consider when making
this decision.
Section II begins with an overview of partnership agree
ments, followed by a discussion of the reasons for partners’
reluctance to prepare a partnership agreement as well as the
objectives of a well-drafted agreement. This section con
cludes with a collection of sample provisions from which
you can choose. The sample agreement not only assists in
outlining a partnership agreement, but it also serves as a
checklist to determine the effectiveness of an existing one.
The agreement is suitable for firms of all sizes, although it
may prove most valuable to small- and medium-size firms.
Section III opens with a discussion of the documents
involved in the incorporation of an accounting practice and
identifies issues addressed by each agreement. The section
continues with an examination of the roles and responsibili
ties of the members of a professional corporation and the
mandatory procedures that help ensure your corporate status.
The section concludes with a step-by-step approach to incor
porating. (The appendixes contain sample documents).
Section IV examines the integral role of both the accountant
and the attorney in matters dealing with the organization of
an accounting practice. Featured in this section are discussions

V

of the Uniform Partnership Act (UPA), the Model Business
Corporation Act (MBCA), controlling statutes and decisions,
as well as the manner in which conflicts among these bodies
can be prevented or resolved.
Once you have read this book and analyzed the sample agree
ments, you should be able to identify the issues to be addressed by
your partnership agreement or incorporation documents, prepare
your own outline for submission to your attorney, and more
actively participate in final discussions with counsel. In addition
to possibly reducing legal fees through your involvement in this
process, you can take comfort in the thought that you have taken
that crucial first step toward protecting the value of your practice
and ensuring its effective management and continued success.

vi

Acknowledgments
The Management of an Accounting Practice Committee
expresses its appreciation to the author of this book, Mark F. Murray
of the Industry and Practice Management Division of the AICPA.
Members of the Management of an Accounting Practice Com
mittee Task Force who provided direction, information, and
reviews of the book are:
W. Thomas Cooper, CPA
Task Force Chairman
Potter and Company
Louisville, Kentucky

W. M. (Mack) Lawhon, CPA
Weaver and Tidwell
Fort Worth, Texas

James R. Beers, CPA
Beers and Cutler
Washington, DC

J. Stephen Moss, CPA
Urbach, Kahn & Werlin, P.C.
Burlington, Vermont

M. Dan Howard, CPA
Howard, Cunningham &
Houchin
Lubbock, Texas

Raymond F. Murphy, Jr., CPA
Murphy & Company
Providence, Rhode Island

John M. Hughes, Jr., CPA
Levine, Hughes
& Mithuen, Inc.
Englewood, Colorado

David E. Schlotzhauer, CPA
Mills & Schlotzhauer
Overland Park, Kansas

The Management of an Accounting Practice Committee grate
fully recognizes attorney Paul E. Rumler of Denver, Colorado, for
contributing his expertise in business organizations.
The Committee would also like to acknowledge the editorial
efforts of Dan Deitz and Carrie Vaccaro; the production work
of Ingrid Anderson, Robert DiCorcia, and Jeanmarie Brusati;
and the guidance of Katharine Coveleski throughout the publica
tion process.

vii

INTRODUCTION:
HISTORICAL
OVERVIEW
PARTNERSHIPS
Traceable to the very origins of cooperative activity, the part
nership is one of the oldest forms of business organization. Its
roots extend from the sharecropping arrangements of ancient
Babylon, Greece, and Rome to the shipping and trading enterprises
of the fifteenth and sixteenth centuries. Today’s partnerships are
generally understood to be continuing relationships between two
or more partners for purposes of conducting a business or carrying
out a specific function. General partners share in profits, losses,
and risks.
The traditional partnership is a small, egalitarian venture in
which the partners participate actively in the management of the
business and share profits and responsibilities equally. While this
description applies to some partnerships, in many other cases one
partner, or a particular group of partners, may rise within the
organization, gaining greater responsibility and prestige than
others do. On the other hand, some larger partnerships were never
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intended to be egalitarian entities. Their hierarchical characteristics
stand in sharp contrast to those of the organizations from which
they are descended. Regardless of their form, partnerships have
always been, and will continue to be, an integral part of our
economic and social systems. Indeed, it is a rarity to find a society
in which partnership principles are not represented in its profes
sional organizations.
Of all business relationships, the partnership is perhaps the
most intimate and personal. By its very nature, a partnership’s
success is dependent upon mutual trust, confidence, and shared
vision, thereby rendering those involved in the enterprise mem
bers of a business family, which is why a partnership is frequently
compared to a marriage. As is the case in a marriage, a partner
ship’s success is best assured if those involved remain committed
not only to each other, but to the partnership itself. Often a minor
deviation from the partnership plan can result in substantial dam
age to even the strongest of partnerships. Accordingly, the parties
can maintain their professional direction and properly prepare for
growth, change, and adversity through a partnership agreement.
Despite its long heritage, partnership law has evolved little
since the general acceptance of the Uniform Partnership Act,
which was approved in 1914 and which defines the partner rela
tionship and provides a statutory scheme for resolving conflicts.
Indeed, partnership law has become something of a sacred cow,
with legal scholars and other commentators directing much of
their attention instead to the well-publicized corporate issues of
insider trading and hostile takeovers. However, this trend does not
indicate that partnership activity is without economic or social
consequence. On the contrary, millions of people have chosen this
form of business organization, thereby affecting a substantial seg
ment of this country’s professional workforce and having a signifi
cant economic impact. As it relates to public accounting, the
partnership continues to be an ideal way to conduct a practice,
since it combines the range of resources available in the corporate
structure with the responsibility, accountability, and personal
service characteristics unique to sole proprietorships.

PROFESSIONAL CORPORATIONS
Historically, the practice of public accounting has been conducted
under the sole-proprietorship or partnership forms of practice. The

x
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trend toward practicing accounting as a professional corporation
began in the 1970s, and the number of accounting practices being
incorporated continues to grow. The main reasons for this movement
in the profession are limited liability and inequities in the income
tax status of fringe benefits for partnerships and corporations.
Although the IRS recognizes, and all states allow, the incorpora
tion of accounting practices, this situation has not always been the
case, and the number of incorporated practices varies among
states. To overcome various inequities, specifically with respect to
fringe benefits, professional groups first sought recognition as
associations taxable as corporations; however, they encountered
strong resistance. It was not until the landmark case of United States
v. Kintner, decided in 1954, that the Court held that an unincorpo
rated association that more closely resembled a corporation than
a partnership should be taxed as a corporation. In 1959, the Treas
ury Department proposed revised regulations for determining
when a particular business entity would be considered corporate
in nature and would therefore be entitled to the attendant income
tax benefits.
These regulations came to be known as the Kintner Regula
tions, and although they recognized the corporate treatment of
unincorporated organizations, they were clearly intended to
upset the Court’s decision. Bestowing preferential treatment on
some groups, such as theatrical and real estate organizations, the
Kintner Regulations were so strict in their treatment of profes
sionals that in a majority of states, professionals were unable to
achieve corporate tax status. Professional groups responded by
initiating legislation that provided for a special corporate structure
for professional practices, and this legislation, which satisfied the
Kintner Regulations, was adopted on a state-by-state basis.
The IRS was aware of the states’ professional corporation statutes
and recognized their intent to circumvent the Kintner Regulations.
In 1965, the IRS amended the Kintner Regulations and created a
corporate resemblance test that imposed a tremendous amount of
corporate resemblance on affected organizations, overly stressed
the technicalities of local statutes, and contradicted Kintner by
denying corporate status to an organization situated in a state
where the Uniform Partnership Act was in effect. For the
remainder of the decade, the Treasury Department maintained its
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position that a professional organization was not a legitimate
corporation, prompting decisive action by professionals. In a succes
sion of lawsuits against the IRS, courts throughout the country held
that the Kintner Regulations, as defined by the IRS in 1965, were
arbitrary, discriminatory, and invalid. By 1969, the IRS conceded
that professional organizations, structured and operated under
state corporation acts, warranted classification as valid corpora
tions and should be entitled to corporate income tax treatment.
State, national, and professional organizations quickly followed
suit and revised their codes of professional conduct. This debate
finally ran its course by 1977, when the IRS revoked the 1965
amendments to the Kintner Regulations, which no longer
influenced the tax classification of professional organizations.
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PARTNERSHIP OR
PROFESSIONAL
CORPORATION?
All accounting firms strive to be profitable enterprises that pro
vide top-quality services. The best way to attain this goal is to
establish and maintain a well-planned, properly structured firm
that meets the needs of your clients and staff. To achieve this type
of practice, you need to select the business structure that will
maximize profits and be consistent with your practice philosophy.
Among the accountants’ choices for practice organization are
partnerships and professional corporations. The importance of
your choice cannot be overstated, since the characteristics of your
business structure can either impede or promote effective
management and your firm’s ability to achieve its goals.
To decide which form of practice is best for your firm, you need
to consider those issues that are unique to your firm, such as serv
ice mix, staff expertise, size of practice, and client base, to name
a few. However, it is beyond the scope of this book to address these
1
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aspects of planning your firm’s structure. Instead, this book func
tions solely as an aid to drafting organizational documents.
Before you begin this task, solicit the personal and professional
objectives of each member of your present or proposed firm.
Reach a consensus on the philosophy of practice from which these
objectives flow before you attempt to draft your agreements.
Although scrutinizing your firm’s policies, goals, and personnel in
this manner may be time consuming, it will provide an ideal
opportunity for a complete reassessment of all aspects of the firm.
Problems that may have lingered unresolved can be reexamined in
a new light and properly addressed.
You also need to study projections of the financial impact of the
proposed structure on your practice and its individual partners and
shareholders. You must weigh the advantages and disadvantages
of each form of practice and of the various provisions contained in
your agreements.
Decisions on practice organization require more than knowledge
of the internal dynamics of your practice; they entail a thorough
understanding of relevant tax and legal concepts, as well as juris
dictional law. Moreover, regulations, tax laws, and court decisions
are constantly evolving. For this reason, the involvement of legal
counsel is mandatory. When retaining an attorney, select one who
specializes in business organizations, preferably those of accoun
tants, so that your practice can receive the benefits of the expertise
that it not only requires but also deserves.
The following chart, though not all-inclusive, illustrates the
manner in which principal factors are treated when partnerships
and professional corporations exist in their natural form. Bear in
mind that laws may differ among states and that the treatment of
some factors may be affected by personal management styles, phi
losophy of practice, and agreements among the parties.

3

Filing Requirements,
Creation Costs, and
Maintenance

Practicing with a written Partnership
Agreement results in costs being
incurred in the drafting and updating
of the agreement.

Practicing without a written Partnership
Agreement results in no creation costs.

No state filing is required, although
some states require the registration of
the business name and registration with
the State Board of Accountancy.
File annual returns of income.

Articles of Incorporation.

Partnership Agreement.

Organizational
Documents

File annual corporate income tax
returns
Purchase corporate materials: stock
certificates, stock register, minute
book, and corporate seal.
More extensive legal services are
usually required, and greater legal
expenses are usually incurred through
incorporating.
(continued)

File Articles of Incorporation with the
appropriate state agency and annual or
biannual corporate reports.

Bylaws.
Employment Contract.
Buy-Sell/Shareholders’ Agreement.
Corporate minutes.

Articles and Certificate of
Incorporation are required.

Professional Corporation

No documents are required. Creation
is achieved with the partners ’ intent to
function as a partnership and to share
the common purposes and risks of the
enterprise on a consensual and ongoing
basis.

General Partnership

Instrument of
Creation

Factors

COMPARISON OF PARTNERSHIPS AND PROFESSIONAL CORPORATIONS
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While the extensive use of liability
insurance has alleviated this situation
to a great extent, liability remains a
primary reason for accountants ’ incor
porating their practices.

Corporation is liable to the extent of its
assets for all claims of creditors, includ
ing claims for negligence of its
employees.

Each partner is jointly and severally
liable for the debts, obligations, and
wrongful acts committed in the course
of partnership business and for the mis
appropriation of property owned by
third persons.
If necessary, the assets of the partner
ship or partners can be attached. This
rule applies regardless of the extent of
the partner ’s interest in the partnership
or involvement in the transaction from
which the liability arose.

Liability

Shareholders are not personally liable
for the acts, contracts, or obligations of
the corporation, its employees, or
agents. However, personal liability
attaches to the shareholder for the
professional work that the shareholder
personally performs or supervises.
Insurance coverage is available; how
ever, premiums may be higher than
those charged to partnerships.

Legal expenses for establishing and
monitoring a professional corporation
are generally tax deductible or amortiz
able over 60 months.
Draft and maintain organizational
documents and employee benefit plans.
Pay taxes: Social Security and
Unemployment.

Most expenses incurred for drafting
and updating the agreement are
tax-deductible or amortizable over
60 months.

Filing Requirements,
Creation Costs, and
Maintenance
(cont.)

Professional Corporation

General Partnership

Factors

COMPARISON OF PARTNERSHIPS AND PROFESSIONAL CORPORATIONS (cont.)
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Continuity of Life

Transfer of
Ownership

(continued)

The accounting practice continues
beyond the professional life of any one
shareholder. As a separate, legal entity,
the corporation ’s existence is indefinite
and continues beyond the withdrawal,
death, expulsion, or bankruptcy of a
shareholder or upon the sale of stock,
unless dissolved by voluntary proceed 
ings attributable to some event, such as
bankruptcy or failure to adhere to state
regulatory requirements.

The continuing existence of the part
nership is subject to the partners ’
consensus. When they no longer hold
themselves out to the public as a part
nership, when one or more partners
withdraw, die, or are not replaced by
mutual and unanimous consent of the
remaining partners, or when the partners
breach their duties to other partners,
the partnership may technically dissolve.
Some states require new registration
with the secretary of state if any of
these events occur.
Unless expressly limited, the duration of
the partnership’s business existence is at
the will of the partners; therefore, part
ners have more control over dissolution
of a partnership than a shareholder has
over the dissolution of the corporation.

Transfer of a 50% or greater partner
ship interest will terminate the
partnership.

Shares of stock enable a quicker, less
complex transfer of ownership; how
ever, transfer is still restricted to those
qualified to practice accounting or by
any terms in a shareholders ’ agreement.
Transfer of a 50% or greater share
holders’ interest will not necessarily
terminate the corporation.

Consent of other partners is usually
required before transferring a partner
ship interest.

6

Authority is at times not centralized
but is, rather, divided among partners,
with each having an equal right to
participate in the management of the
partnership. Some partnerships may
centralize authority in a managing
partner or committee.

Group term life insurance is available
(not deductible).
Partners cannot benefit from medical
reimbursement plan.
Partners can deduct only 25% of health
insurance premiums.

Benefits

Dissolution can occur through the
express will of the partners; withdrawal,
death, disability, or expulsion of a part
ner; bankruptcy of the partnership; or
judicial decree.

Freely dissolvable with no filing
requirements.

General Partnership

Management

Dissolvability

Factors

Group term life insurance is available
(not deductible).
Medical reimbursement plans are
available.
Health and accident insurance is
available.

Authority is centralized, with manage
ment functions vested in a Board of
Directors elected annually by share
holders. Directors elect the officers who
conduct the affairs of the corporation.

Tax issues are more complex when dis
solving a professional corporation.

Required to make filings with the
appropriate state agency, usually the
secretary of state, to achieve dissolution.
A corporation is generally unaffected
by the condition of a shareholder.

Professional Corporation

COMPARISON OF PARTNERSHIPS AND PROFESSIONAL CORPORATIONS (cont.)
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Tax issues for partnership are more
complex than they are for professional
corporations in situations other than
dissolution.

Income tax is imposed at partner level;
however, this is not always true at the
state level.

Retirement plans are comparable to
corporate-sponsored plans.

Possible double taxation upon liquidation.

Note that one level of income tax can
be achieved through an S corporation
election.

Possibly, two levels of income tax are
imposed:
1. One at the corporate level.
2. One at the shareholder level for dis
tributions made by the corporation.

Wage continuation plans are available.
Disability insurance, premium payments,
or reimbursements are available.

PARTNERSHIP
AGREEMENTS
BACKGROUND
Through an enforceable partnership agreement, partners are
able to define their own relationship. However, in the absence of
a written agreement, state law determines the rights and obliga
tions of the partners. More than a typical contract between
unaffiliated parties, a partnership agreement is fundamental to
an efficient, profitable practice. It governs partner relations and
sets forth their rights, responsibilities, and obligations. Composed
of clear, specific, and unambiguous language that accurately
reflects the partners’ intentions, your agreement should be
detailed enough to address all necessary issues yet sufficiently
flexible to accommodate changing circumstances, particularly
with respect to firm growth and expanded services. Of course,
even the most comprehensive agreement cannot address every
conceivable situation or change in circumstance, but it certainly
should address foreseeable problems and provide some guidelines
9
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to resolve unforeseeable ones. As a practical, workable document,
your partnership agreement should be readily understood by all
partners and should not require regular interpretation from legal
counsel. When properly prepared, your agreement can result in a
professional relationship that yields both collective and indivi
dual benefits.

THE INITIAL STEP
A question commonly posed by practitioners concerns the
appropriate time when a partnership agreement should be
prepared. The answer is that it is never too early to begin your
agreement. Have your agreement drafted as soon as possible and
before you and your partners become personally committed to
management practices or concepts on which you may not agree.
Such disagreements frequently arise because of a lack of shared
understanding of what is expected from all partners in the firm,
making it difficult, if not impossible, to reach a consensus.
Your first step is to determine the professional and personal
needs of the members of your business family, since these needs
play an integral role in the drafting of your agreement. This task
can be made less burdensome if you and your partners are sensi
tive to each other’s opinions and institute and maintain effective
channels of communication. Your agreement should be consistent
with your firm’s philosophy yet recognize the differing expecta
tions of the partners. Failure to create such an agreement may
invite conflict and, for some partners, may lower not only the
quality of life, but also productivity.

AN OVERLOOKED NECESSITY
Although some partnerships appear to function adequately
without a written agreement, generally it is in spite of, rather
than because of, this omission. Other firms may be practicing
under agreements that have not been ratified by all partners, are
outdated, or are oral in form. Accountants are not alone in this
predicament. Other professionals, particularly in the fields of law
and medicine, often conduct their practices in a similar fashion.

▼ PARTNERSHIP AGREEMENTS
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There are several reasons for this situation. Partners in account
ing firms are so involved in responding to client needs that they
fail to properly plan their own future. Further, the process of writing
a partnership agreement may raise some psychological barriers.
For example, partners may anticipate the short-term negative fall
out and conflicts that are likely to arise when each partner’s true
values and expectations are revealed, thereby deteriorating the
partnership relationship. However, far greater deterioration may
ultimately occur if issues vital to the management of your practice
remain unresolved. Long-standing conflicts do not vanish; rather,
they fester and ultimately emerge. Additionally, partners may be
reluctant to address such complex and unpleasant issues as
disability, death, withdrawal, or expulsion.
Another barrier, one that affects not only accountants but other
professionals as well, is resistance to formalities, particularly,
resistance to the formalities of a written partnership agreement.
Resistance is frequently due to a partner’s false sense of security
with an unwritten agreement, reliance on precedent, or, in the
case of a younger partner, a desire to keep one’s professional
options open. In addition, many accountants practice under the
misconception that as long as the firm remains profitable and effi
cient, any problems that may exist will resolve themselves.
The reluctance of partners to practice under a partnership
agreement exists not only in firms that have operated for a number
of years but also in firms that have just begun. When creating
their business relationship, partners typically can foresee only
professional success and personal satisfaction; therefore, they can
easily overlook this exercise. This condition is further exacerbated
by the ease with which partnerships can be created and the discre
tionary nature of organizational documents. Unlike professional
corporations, partnerships may be organized without complying
with any formalities. Attorneys may not be consulted, and
documents may not be drafted. In some instances, accounting
partnerships originate with nothing more than a handshake
between partners. In others, practitioners merely attach clauses
to a preprinted form or provide their attorney with vague details
concerning their professional and personal goals.
Unfortunately, the harsh reality of practicing without a part
nership agreement or under a deficient agreement appears too

12
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late—when a partner is permanently disabled, dies, or is expelled.
In addition to gross inequities in compensation, the usual conse
quences are resentment, serious disputes, loss of clients, litigation,
legal expenses, and the possible dissolution of the firm. These
consequences may be avoided through a timely, skillfully drafted
partnership agreement.

OBJECTIVES
Considering the effort involved in changing personal and busi
ness methods and the time devoted by most accountants to their
practices, it is not surprising that some practitioners function
without partnership agreements. However, once you realize the
value of charting your professional future and overcome obstacles,
the result will be worth the effort.
The benefits that result from a partnership agreement are as
unique and individual as your firm. The chart below illustrates
some of the most prominent objectives of a partnership agreement
and identifies the provisions through which they are achieved.
OBJECTIVES OF A PARTNERSHIP AGREEMENT
Applicable Provisions

Objective
To guard against the unpredicta
ble, thereby protecting your
investment, livelihood, and the
most valuable asset in your estate

•
•
•
•
•
•
•
•

To state, in a formal way, what is
expected of each partner

•
•
•
•

Disability
Death
Retirement
Resignation
Expulsion
Insurance
Dissolution/Liquidation
Methods used to resolve
disputes
• Involuntary transfers

Capital contributions
Time devoted to practice
Noncompetition Agreements
Rights to firm clients and
property

▼ PARTNERSHIP AGREEMENTS
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Objective

Applicable Provisions

• Restrictions on transfer of
ownership
• Filing of tax returns
• Partners’ role in the manage
ment of the firm
• Partnership meetings
• Duties of managing partner
To inform each partner of financial
returns and responsibilities to the
partnership

•
•
•
•
•

•
•
•

•
•
•
•

Compensation
Profit/Loss allocation
Payments upon retirement
Capital contributions
Right to draw upon capital
account
Loans and contracting among
partners and other employees
Treatment of expenses
Determination of new
partner’s ownership
Nonequity versus equity
partners
Restrictions on the transfer
of partnership interest
Vacation allotments
Filing tax returns

To direct a partner’s career path

• Compensation
• Admission of new partners
• Determination of new
partnership ownership
• Nonequity partner becoming
equity partner

To provide for an orderly separa
tion from, or dissolution of, the
partnership

• Disposition of assets and
liabilities
• Continuing operation of the
firm/winding up
• Distribution of partnership
proceeds and files
• Events that bring about
dissolution
(continued)

14
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OBJECTIVES OF A PARTNERSHIP AGREEMENT (cont.)
Objective

Applicable Provisions

To provide for an orderly separa
tion from, or dissolution of, the
partnership (cont.)

• Partner’s position in the sur
viving firm in the case of sale
or merger
• Continuation of insurance
• Consequences of partner
disability, death, retirement,
resignation, or expulsion
• Methods used to resolve
disputes

In addition to these objectives, practicing under a partnership
agreement promotes teamwork and the appreciation of partners’
efforts by other partners, thereby increasing productivity and the
quality of life. The practitioner also experiences peace of mind,
knowing that order has been imposed on those practice issues that
can be controlled. Even the most skillfully drafted agreement
may not resolve all existing and potential conflicts, but it should
provide a method for resolving disputes and foster acceptance of
those conditions that cannot be changed.

PERIODIC REEXAMINATION
Accounting partnerships are long-term, dynamic entities that
are constantly evolving. Your partnership agreement must be
periodically reviewed and adapted to the changing financial and
personal needs of the partners and the partnership. It is vital that
partners monitor the direction of the firm on an ongoing basis so
that existing and potential problems can be identified and resolved.
Regular examination of, and necessary modifications to, your
partnership agreement will enable your accounting practice to
continue to prosper. There is no universal rule that determines the
time and frequency of reviewing a partnership agreement; this
depends upon a firm’s own particular needs and practice philoso
phy. However, one approach taken by many firms is to phrase the
agreement provisions so that they are able to accommodate changes
in firm circumstances without requiring a revision of the entire
agreement. A practice that operates along these lines results in a
more practical agreement and in a saving of partners’ time.
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SAMPLE ACCOUNTING FIRM PARTNERSHIP
AGREEMENT
CAVEAT: Thefollowing 122 provisions cover issues that should be
considered when drafting a partnership agreement. The selected
provisions, each of which serves as one suggested approach to
addressing a particular issue, may be phrased and arranged in
your own agreement in a manner differentfrom that used in this
sample. Since the choice of provisions depends on a firm’s goals
and management style, it may not be necessary to include every
provision contained in the sample agreement. Accordingly, this
agreement functions as a pool ofprovisionsfrom which partners
can choose, and it can be modified to conform to the individual
needs of your practice. Keep in mind that your partnership agree
ment must be prepared by your attorney and that it must comply
with prevailing tax laws, regulations, and statutory law.

Partnership Agreement
AGREEMENT made this_____ day of_________________ 19xx, among
Joseph F. Delong of [city, state], Anton E. Wagner of [city, state],
Martha A. Bonner of [city, state], Dorothy M. Convery of [city,
state], and R. Blane Holmes of [city, state] pursuant to the provi
sions of the [governing state] Uniform Partnership Act.
WHEREAS, all of the parties to this Agreement are licensed to
practice public accounting in the state of________________ ; and
WHEREAS, the parties desire to form a Partnership for the practice
of public accountancy;

THEREFORE, IT IS MUTUALLY AGREED AS FOLLOWS:

ARTICLE I
ORGANIZATION
1.1

Name of Partnership: The name of the Partnership shall be
[name of Partnership] and all Partnership business shall be
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conducted in such name. All Partnership property shall be
held in the name of the Partnership and not in the name of
any Partner. If for any reason any person whose name is
included in the Partnership’s name ceases to be a Partner, the
remaining Partners may, in their discretion, delete the
former Partner’s name or continue to use such name free of
compensation.

The use of said individual Partner’s name as provided above
is subject to, and conditioned upon, the Partnership being,
and continuing to be, in good standing in the profession of
public accounting, and if such is not the case, the Partnership
shall have no further right or claim to the continued use of
said Partner’s name thereafter.
1.2

Organization: The Partnership is hereby organized as a
[governing state] general partnership. The Partners shall make
all filings and disclosures required by, and shall otherwise com
ply with, the applicable laws of the State of [governing state].

1.3

Term: The Partnership shall begin on the effective date of
this document and shall continue until terminated as herein
provided or by operation of law. The disability, death, retire
ment, withdrawal, termination, or bankruptcy of any Partner
shall not dissolve or terminate the Partnership.

1.4

Place of Business: The principal place of Partnership busi
ness shall be located at [address]. The Partnership shall be
entitled to establish other Partnership offices both within
and without [state] and to change the principal office as may
be approved by a majority of the Partners.
All Partners shall execute the lease of all business premises
and agree to share equally in all related rents, costs, losses,
income, and expenses in accordance with the profit alloca
tion formula.

1.5

Purposes: The purpose of the Partnership is to engage in
the general practice of accounting, carry on related activities,
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and manage any property which comes to the Partnership by
way of fees or investments so long as such activity is consistent
with the laws of [governing state} or the rules, regulations,
and ethical standards of the State Board of Accountancy, the
American Institute of Certified Public Accountants, and the
[governing state} Society of Certified Public Accountants.

1.6

Purposes Restricted: The Partnership shall function as a
Partnership only for the purpose specified in Section 1.5
hereof. The Partnership is prohibited from engaging in any
other activity or business, and Partners shall have no
authority to hold themselves out as general agents of
another Partner in any other activity.

1.7

No Payments of Individual Obligations: The Partnership’s
assets and credit shall be used by the Partners solely for the
benefit of the Partnership. The Partnership’s assets shall not
be transferred or used in any way for the payment of any
individual Partner obligation.

1.8

Title to Property: The Partnership shall own, as an entity,
all real and personal property, and Partners shall have no
ownership interest in such property in their individual
names or rights. Each Partner’s Partnership interest shall be
personal property for all purposes.

ARTICLE II
DEFINITIONS
It is customary to include, at the beginning of an Agreement, the
definition offrequently recurring terms. Although the particular
terms identified and defined by eachfirm will differ, the list below
contains some suggested definitions.

•

•

‘Act’’ shall mean the [governing state} Uniform Partnership Act
as now in effect or as hereafter amended.
‘ Agreement” shall mean this Agreement of Partnership as the
same may be amended or supplemented from time to time.
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•

•

•

•

•

•
•
•

•

•

Words such as “hereof,” “herein,” and “hereto” refer to this
Agreement as a whole, unless the context requires otherwise.
The term “provisions of this Agreement” includes the terms
and provisions hereof and of all such amendments.
‘ ‘Capital Contributions” shall mean the amount of money con
tributed by each Partner to the Partnership with respect to the
Partnership Interest held by such Partner pursuant to the terms
of this Agreement.
‘ ‘Estate’ ’ shall mean the estate or any successor in interest of a
Partner, Retiree, or Disabled Partner, so long as any payments
are due to or from such estate or successor in interest, under
any provisions in this Agreement.
“Executive Committee” shall mean the committee composed
of not less than three (3) or more than five (5) Partners chosen by
the Partnership to assume the duties set forth in Section 7.4.
‘ ‘ Expulsion’ ’ shall mean action by the Partnership effecting ter
mination of a Partner’s interest in the Partnership.
“Firm” or “Partnership,” interchangeable terms in this docu
ment, shall include the firm now organized and the same con
tinuing firm, however named, notwithstanding changes in
personnel by additions of new Partners or termination of the
membership of any Partners.
‘ ‘Managing Partner’ ’ shall mean the person elected to the office
of Managing Partner in accordance with Section 7.1.
“Partners” shall include, unless expressly qualified, all Part
ners individually whose membership has not been terminated.
“Permanent Disability of a Partner” shall mean that disability
which justifies the requisite vote of the Partners in their
discretion to terminate, on that account, all his interest in the
Partnership.
“Percentage of Interest” shall mean, with respect to each
Partner, his percentage of ownership in the Partnership and the
corresponding assets and avails therefore. This interest may
vary from time to time. Each Partner’s percentage of Partner
ship Interest in the Partnership shall be based on his relative
capital contributions to the Partnership.
“Retired Partner” shall mean one whose participation in the
voting of Partners and in the sharing of profits and losses is sus
pended, but who is eligible to receive retirement payments in
accordance with the terms of this document.
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ARTICLE III
PARTNER’S FINANCIAL INTEREST
3.1

Capital Contributions: The capital of the Partnership shall
be maintained at a sufficient level as to adequately provide
necessary working capital and facilities for the operation of
the business, as determined by the Executive Committee. A
Partner’s capital contribution shall be________________percent
(_____ %) of the average of the Partner’s salary for the current
year and the immediately preceding________________ (_____ )
years. The initial capital contribution shall be made in cash
concurrently with the execution of this Agreement and
maintained in a capital account for each Partner. The names,
addresses, and initial capital contributions of each Partner
are set forth below, and they shall be revised from time to
time to reflect the admission and withdrawal of Partners.

Joseph F. Delong
68 Fetherston Avenue
City, State

$x

Anton E. Wagner
23 Holland Avenue
City, State

$x

Martha A. Bonner
4402 Mentone Street
City, State

$x

Dorothy M. Convery
21072 Wilder Street
City, State

$x

R. Blane Holmes
86 Columbia Avenue
City, State

$x

(This information may be included in an attached schedule.)

3.2

Capital Accounts: Separate capital accounts shall be main
tained by the Partnership for each Partner. The capital
account of each Partner shall be credited with his capital
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contribution and shall be appropriately adjusted to reflect
each Partner’s allocation of profits, losses, and distributions.
3.3

Interest: No interest shall be paid to Partners on any contri
butions to capital.

3.4

Additional Capital Contributions: Partners shall make
capital contributions in excess of the amounts set forth in
Section 3.1 whenever they determine that such capital con
tributions are necessary or desirable to accomplish the Part
nership’s objectives. A Partner’s failure to make the requisite
additional capital contribution within________________(______ )
days of the determination by the Partners that additional
capital is necessary will result in that Partner’s being held in
breach of this provision.
This provision shall apply only to current Partners.

3.5

Profits and Losses: The net profits and losses of the Part
nership shall be divided or borne as set out by agreements
among the Partners, except that all losses resulting from the
wrongful act, dishonesty, or gross negligence of any Partner
shall be charged to him in full before any allocation is made
of other Partners’ net earnings.
To the extent that the loss attributable to Partner misconduct
is greater than the offending Partner’s capital account, the
loss shall be charged against his interest in future profits.

The basis of participation by Partners in profits and losses
may be altered, as of________________ in any year, by unanimous
agreement of the Partners.

3.6

Priority and Distribution of Assets: Except as otherwise
provided herein, no Partner shall have priority over any other
Partner either as to the return of capital or as to profits, losses,
or distributions. No Partner shall have the right to demand or
receive property other than cash for his capital in the Part
nership or in payment of his share of profits or cash flow.

3.7

Drawings from Capital Account: Drawings exceeding salaries
shall be made only with a two-thirds (%) vote of the Partners.
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3.8

Loans to the Partnership: In addition to making the manda
tory capital contributions discussed herein, the Partners may
be required by the Managing Partner to loan the Partnership
additional capital on a pro rata basis. This amount will be in
proportion to each Partner’s ownership in the firm. The
interest on additional capital loans will be treated as a Partner
ship expense and not as an income-distribution adjustment.

ARTICLE IV
COMPENSATION
4.1

Partners’ Salaries: Each Partner shall be compensated for
services rendered to the Partnership. The Partnership shall
deduct such salaries as a necessary expense of business before
determining net profits.
Any Partner’s salary may be increased or reduced at any time
by unanimous agreement of the Partners. For the fiscal year
ending________________, 19xx, the Partners’ salaries are:
Joseph F. Delong
Anton E. Wagner
Martha A. Bonner
Dorothy M. Convery
R. Blane Holmes

$x
$x
$x
$x
$x

(This information may be included in an attached schedule.)
4.2

Drawing Account: A drawing account, over and above sala
ries, shall be maintained for each Partner from which he shall
have the right to draw against anticipated earnings, in monthly
installments, an amount not exceeding________________ percent
(_____ %) of his earnings for the preceding year. However, in no
event shall a Partner’s withdrawals exceed his proportionate
share of Partnership profits. Any Partner shall have the right,
at the end of any calendar year, to withdraw the balance of
his share of the Partnership profits for that year. The drawings
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of Partners during the first year of the Partnership shall not
exceed the following:

Joseph F. Delong
Anton E. Wagner
Martha A. Bonner
Dorothy M. Convery
R. Blane Holmes

$x
$x
$x
$x
$x

[This information may be included in an attached schedule.]
Withdrawals shall be charged against the Partner’s distribu
tive share of Partnership profits.

ARTICLE V
BENEFITS
5.1

Vacations: Each Partner shall be entitled to an annual vaca
tion of________ (______ ) weeks during the first three (3)
years of employment and________________(______ ) weeks during
the fourth (4th) year and thereafter, without loss of compensa
tion. The times for such vacation periods shall be those most
convenient to the Partnership.

5.2

Sick Leave: Each Partner shall be entitled to annual sick
leave of________________(______ ) weeks because of sickness or
accident to the Partner or any member of the Partner’s
immediate family. The Partner shall receive his full salary and
share of profits. Sick leave remaining from one (1) year may not
be used in a future year or used for additional vacation.
Each Partner who becomes pregnant shall be entitled
to________________(______ ) weeks’ maternity leave.
Editor’s Note: It may be appropriate to address parental
leave in this article.

5.3

Vacations and Leaves Exceeding Limits: If any Partner’s
vacation, sick leave, maternity leave, or parental leave
exceeds the specified yearly limits, such Partner’s weekly
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salary shall be reduced by________________ percent (______%) for
each week of vacation, sick leave, maternity leave, or paren
tal leave that exceeds the specified yearly limits.
5.4

Leaves of Absence: Any Partner may obtain a leave
of absence from the Partnership for such reasons, during
such periods, and subject to such conditions as the Managing
Partner shall provide. Any such agreement which extends
beyond a one- (1-) year period shall be subject to the approval of
a majority vote of the Partners other than the affected Partner.

5.5

Professional Development: In addition to vacation, sick
leave, maternity leave, and parental leave, each Partner shall
be entitled to_________ ______ (_____ ) days in each fiscal year to
attend professional meetings and continuing education.

5.6

Professional Liability Insurance: The Partnership shall
have in force for each Partner, professional liability insur
ance. The minimum coverage for each policy shall be
________________dollars ($______) per incident or, if the maximum
coverage under the American Institute of Certified Public
Accountants’ plan is less, then such lesser amount.

5.7

Continuing Insurance: The Partnership shall continue to
insure each retiring Partner under its malpractice insurance
policy for a minimum of________________ (______) years following
full retirement. Insurance coverage beyond this period shall
be within the Partnership’s discretion.

5.8

Life Insurance: The Managing Partner, in his discretion,
shall determine, from time to time, what life insurance, if
any, shall be carried on the lives of Partners for the benefit of
the firm.

ARTICLE VI
CHANGES IN OWNERSHIP
6.1

Admission of New Partners: At any time during the Part
nership’s fiscal year, a new Partner may be admitted to the
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Partnership; however, a two-thirds (%) vote of all Partners
is required. Each new Partner must be in good standing and
not be legally prohibited from becoming a partner in a part
nership organized for the practice of accounting under the
laws of [governing state]. Each new Partner shall be required
to execute this Agreement and all supplements to it. The
Partnership shall not dissolve upon the admission of a new
Partner.

6.2

New Partner’s Ownership: Once admitted to the Partner
ship, each Partner shall be allowed to purchase an equity
amount agreed to by the Partners. This amount is set forth in
Schedule A attached hereto.

6.3

No Classes of Partners: Though their contractual rights
differ, as provided by this Agreement, all Partners are of the
same class and have identical and equal rights, except as
otherwise provided herein.

6.4

Sale or Merger: If a Partner has not acquired his entire
equity interest when a sale or merger of the Partnership or its
assets occurs, then that Partner may accelerate his buy-in
and receive the percentage of gain that is equal to the equity
interest that he has acquired at the accelerated level. How
ever, he shall not receive that percentage of the gain on the
equity interest that he has not acquired.

6.5

Waiver of Partition: No Partner shall take any action result
ing in the partition or appraisement of the Partnership or any
of its assets or cause the sale of any Partnership property,
and notwithstanding any provisions of this Agreement or
applicable law to the contrary, each Partner irrevocably
waives any right to institute and maintain any action for
partition or to necessitate any sale of his Partnership interest,
or any Partnership assets, except as provided herein.

6.6

Non-Equity Partner: A non-equity Partner shall not receive
any interest in the Partnership’s capital or equity; rather, his
interest shall be limited to the Partnership’s net profits and
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losses, and his interest in the Partnership’s income shall not
be subject to buy-in. A non-equity Partner may become an
equity Partner upon the unanimous vote of the equity Partners.

6.7

Withdrawal: A Partner may withdraw from the Partner
ship at any time upon delivery to the Managing Partner of
sixty (60) days’ prior written notice to all Partners specifying
the date upon which such resignation is to become effective.

Such withdrawal shall not dissolve the Partnership, which
shall continue among the remaining Partners.
6.8

Payments to a Withdrawing Partner: The withdrawing
Partner shall be entitled to receive: (i) the amount of his capital
account as of the end of the month withdrawal was effective,
(ii) his proportional share of any fees received by the continu
ing Partnership subsequent to the end of the month for
accounts receivable or work in process as of the end of the
month, and (iii) the undrawn portion of his share of the Part
nership profits, if any, as of the end of the month.

The withdrawing Partner shall be entitled to receive the
Partnership interest in________________(______ ) equal monthly
installments beginning the month following the date of with
drawal. All payments, other than the return of capital, are
intended to be taxable to the recipients as compensation for
past services and deductible by the remaining Partners.

The remaining Partners shall have the right to deduct from the
amount payable to the withdrawing Partner his proportionate
share of any debts and/or reasonable reserve for liabilities not
reflected on the Partnership books as of the end of the month.
If agreed upon by all of the parties in writing, any other
method of payment may be utilized in compensating the
withdrawing Partner for his interest in the Partnership.

6.9

Bankruptcy or Insolvency of a Partner: Should any Part
ner become bankrupt or insolvent, the other Partners shall
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have the right to deem such bankruptcy or insolvency as a
withdrawal of the Partner and, upon written notification to
such Partner, proceed with an accounting payment schedule
as provided in Section 6.8.

6.10

Partial Liquidation of a Partnership Interest: A Partner
who wishes to dispose of part of his interest in the firm can
do so only through other Partners in the firm. Each Partner
has the right to purchase an interest equal to his proportion
ate percentage interest in the firm disregarding the interest
of the selling Partner.

6.11

Execution of Documents: Prior to the distribution
described in Section 6.8, the withdrawing Partner shall execute
such documents and take such action as shall be reasonably
required by the Managing Partner to satisfy any obligations
of the withdrawing Partner.

6.12

Partial Disability: A Partner shall be considered partially
disabled when a physician designated by the Partnership
declares him unable to perform his professional responsibili
ties for more than________________(______ ) hours per week for
a period of more than________________ (______) months. Upon the
partial disability of any partner who has been a Partner for
more than________________ (______ ) years, the Partnership shall
pay to the Partner, for________________ (______ ) years, beginning
on the first day of partial disability, salary-continuation pay
ments in equal monthly installments in an annual amount
equal to the average of the compensation allocated to the
Partner in the preceding________________(______ ) years.

6.13

Total Disability: A Partner shall be considered totally dis
abled when he becomes eligible to receive benefits under the
Partnership’s long-term disability insurance policy which is
carried for the benefit of its employees.
Upon the total disability of any Partner, he shall receive
salary-continuation payments equal to those calculated for
partial disability during the first________________(______ ) years
of total disability; however, such amounts shall be reduced
to the extent that their payment would eliminate or decrease
any available disability insurance benefits.
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Should any Partner be continuously totally disabled for more
than________________ (_____ ) years, he shall be forthwith retired,
and retirement procedures as provided for in Section 6.19 of
this Agreement shall take effect.
6.14

Expulsion for Cause: A Partner shall be expelled for cause
when it has been determined by a two-thirds (%) vote of Part
ners that any of the following reasons for his expulsion exist:

•

Suspension or other major disciplinary action of any duly
constituted authority
Professional misconduct or violation of the code of profes
sional ethics, if such misconduct continues after its
desistance has been requested by the Managing Partner
Action that injures the professional standing of the firm, if
such action continues after its desistance is requested by the
Managing Partner
Insolvency, bankruptcy, or assignment of assets for the bene
fit of creditors, if such acts injure the professional standing of
the firm
Breach of any provision of this Agreement, which all other
Partners expressly agree is a major provision, if, after the
breach has been specified as a prospective ground for expul
sion by written notice given by the Managing Partner, the
same breach continues or occurs again

•

•

•

•

6.15

Effects of Expulsion for Cause: Upon a determination
that a Partner be expelled for cause, he shall thereby be so
expelled and shall have no right or interest thereafter in the
firm or any of its assets, clientele, files, records, or affairs. He
shall have thereafter no further professional duties to the
firm or any of its clients and shall be privileged to serve none
of them thereafter. He shall immediately remove himself and
his personal effects from the firm offices. Upon any such
expulsion, the expelled Partner shall be obligated not to
accept engagements for professional services from any who
have been clients of the firm during the last five (5) years
preceding the determination of expulsion, the obligation not
to accept such engagements being a continuing one for a
term of the next ensuing five (5) years. This does not preclude
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full-time employment with a client. From the time of the
expulsion, the expelled Partner shall have no participation
whatever in the income or losses of the firm or any distribution
or drawings from the net income. Realizing that the existence
of any such cause for expulsion may bring disgrace on the
firm and damage the firm in amounts and ways that cannot
be calculated or become liquidated in amount, each Partner
agrees that the firm shall succeed to all of the rights of the
expelled Partner as hereinabove set forth and shall retain all
sums unpaid by it to the expelled Partner, whether accrued
or not at that time; further, that the receipt and retention by
the firm of all such rights and sums shall satisfy and discharge
the damages of the firm, being retained as and thereby deter
mined to be liquidated damages, no other indebtedness of
the expelled Partner to the firm being discharged.

6.16

Separation Without Determining Any Cause Therefor: A
Partner shall be separated immediately when, on the recom
mendation of the Managing Partner, it is determined by a
two-thirds (%) vote of the Partners that he shall be separated
without determination of any cause therefor. This method of
separation may be employed notwithstanding the fact that
grounds may exist for expulsion for cause.

6.17

Effects of Separation Without Determining Any Cause
Therefor: Upon such separation without determining a
cause therefor, the Partner so separated shall have no right or
interest thereafter in the firm nor shall he have any further
professional duties to the firm. He shall immediately remove
himself and his personal effects from the firm offices. Except
as otherwise provided in this provision, a Partner so sepa
rated shall be entitled to the same rights, the same payments
by, and be subject to the same duties to, the continuing firm
as if he were then retiring from the firm under Section 6.19
or, if he continues in public practice, Section 6.8 shall apply.

6.18

Retirement: A Partner may retire on not less than sixty (60)
days’ written notice at the end of the fiscal year during which
he shall have attained the age of fifty-five (55). The retirement
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of a Partner shall be compulsory at the end of the fiscal year
during which he shall have attained the age of sixty-five (65)
years unless the continuation of his services is requested by
a two-thirds (%) vote of the Partners. Upon retirement, a
Partner shall be entitled to payments under Section 6.19 of
this Agreement.

6.19 Payments to Retired/Deceased Partners:
deceased Partner shall receive—
•

•

•

A retired or

The balance of his capital account as of the date of retirement/death, payable without interest within________________
(_____ ) days of retirement/death.
________________percent (______ %) of the average of the retired/
deceased Partner’s taxable income from the firm during each
of the last________________ (______) completed fiscal years of the
firm during which he was a Partner, payable in________________
(_____ ) equal [annual, quarterly, or monthly] installments,
without interest, beginning________________(______ ) days after
retirement/death.
His share of undistributed net income for the current year as
of the end of the month in which retirement/death occurred.
An adjustment shall be made to accrue normal and prepaid
expenses other than those for stationery and supplies.
If the retiring or deceased Partner owes the Partnership any
amount, on account of loans or distributions or for any other
reason, such amounts shall be offset against the amounts
payable to the retiring Partner or his estate, and if the Part
nership has entered into any guarantee on his behalf, such
guarantee shall be discharged before any payment is made to
such retiring Partner or his estate, and in connection there
with, the Partnership shall have the right to apply any
payments due such retiring or deceased Partner to the pay
ment of the amount guaranteed. Any amounts owing to the
Partnership, in excess of the amounts owing to such retiring or
deceased Partner, shall become immediately due and payable
on demand.
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All payments, other than the return of capital, shall be taxa
ble to the retiring Partner or his estate as compensation for
past services and be deductible by the remaining Partners.

If agreed upon by all of the parties in writing, any other
method of payment may be utilized to compensate the retir
ing Partner or the deceased Partner’s estate for his interest in
the Partnership.

6.20 Right to Examine Books: Any person legally entitled to
receive payments under this Agreement shall be entitled to
examine the Partnership’s books, upon reasonable notice and
at reasonable times, to the extent that such examination shall
be necessary to determine the amount of payments due him.
6.21

Retiring/Deceased Partners—Execution of Documents:
On the closing date, the Partnership and the retiring Partner
or the representative/estate of deceased Partner or its
representative shall execute documents and instruments of
conveyance as may be necessary or appropriate to confirm
the redemption of the retiring/deceased Partner’s interest,
the withdrawal of the retiring/deceased Partner as a Partner
as of the date of the retiring event/death, and the assumption
by the Partnership of all liabilities of the retiring/deceased
Partner with respect to the Partnership.

6.22 Partial Retirement: Prior to attaining the age of sixty (60), a
Partner may request partial retirement. This request shall be
granted upon the unanimous agreement of all Partners.
6.23 Adjustment to Retirement Benefits: Should the Partnership
Agreement liberalize the retirement provisions while pay
ments are being made to a retired Partner, the Partnership
shall apply the more liberal provisions to the unpaid portion
of the retiree’s benefits.

6.24 Death While Retired: Should the retiring Partner die prior
to receiving his full retirement benefits, any benefits due him
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shall be paid to his estate in the same manner as they would
have been paid had he continued to live.

6.25 Hold Harmless: The Partnership shall hold the retiring
Partner harmless from all costs, liabilities, and expenses
which occur after the Partner retires.

ARTICLE VII
GOVERNANCE
Managing Partner
Managing Partner: The Managing Partner, from the effec
tive date of this Agreement, shall be________ , and he
shall be elected by a two-thirds (%) vote of the Partners for a
term of ________________ (______ ) year(s). On the Managing Part
ner’s death, disability, or resignation, a successor Managing
Partner shall be elected by a majority of the Partners. The
Managing Partner may be removed by a two-thirds (%) vote
of the other Partners, with each Partner having one (1) vote.

7.1

Any Partner who has attained the age of sixty (60) is no
longer eligible to be the Managing Partner or hold any
administrative position in the firm.

7.2

Duties of Managing Partner: Subject to the express terms
of this Agreement, which as to certain matters provides that
firm decisions shall be determined by the Executive Commit
tee or by a specific vote of the Partners, the complete and
sole management of the firm is hereby vested in the Managing
Partner. He shall consult with the non-managing Partners,
but the final decision rests with him. His duties shall
include—

•

Managing Partnership’s daily activities and administering
firm policies, procedures, and long-range plans.
Delegating both professional and administrative functions to
other Partners, managers, and staff.

•
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•
•
•
•

•

•
•
•
•

•
•
•

•
•
•
•
•

•
•
•
•
•

Organizing Partnership operations, developing departments
and specialties, and maintaining performance standards.
Developing quality control procedures.
Defining criteria, pursuing acquisitions, and developing offices.
Maintaining effective firm-wide objectives and organizational
structure.
Insuring adequate working conditions—space, equipment,
supervision, and opportunity.
Authorizing Partners to transact business with clients.
Providing Partner and staff training in technical and
managerial skills.
Deciding to withhold Partner salaries or draws if a cash flow
problem exists.
Exercising financial controls to achieve firm goals, including:
financial reporting, billing rate determination, budget
management, account billing, and receivables control.
Providing and maintaining adequate insurance coverage for
all appropriate areas of firm concern.
Maintaining the firm’s profitability.
Insuring adequate working capital by defining requirements,
controlling capital withdrawals, maintaining borrowing lines,
and coordinating purchasing.
Entering contracts or purchasing assets up to________________
dollars ($_____ ) per item.
Committing to short-term loans on behalf of the Partnership.
Preparing and adopting a schedule of professional fees for all
Partners and staff.
Investing Partnership funds at no risk.
Authorizing and executing contracts, commitments, and other
legal documents in a manner consistent with this Agreement.
Directing all firm-related litigation.
Sitting on committee boards, speaking at community func
tions, and participating in local civic organizations.
Resolving disputes between Partners.
Motivating staff to improve.
Monitoring, administering, and, with the input of Partners,
updating this Agreement.
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Keeping Partners informed of concerns by all appropriate
means, including scheduling annual and special Partnership
meetings.
Designating those who shall execute contracts, agreements,
or other instruments on the Partnership’s behalf.
The Managing Partner may not—

•
•
•
•
•
•
•

7.3

Independently admit or expel any Partner.
Increase his own salary.
Violate any provision of this Agreement.
Invest Partnership funds in risky ventures.
Make political contributions on the Partnership’s behalf.
Terminate a client without the approval of the Partner
responsible for the account.
Independently merge or sell the practice of the Partnership
or sell an account.

Vote on the Election and Termination of the Managing
Partner: A meeting for the purpose of electing or removing
the Managing Partner shall be held after written notice at
least ten (10) days in advance specifying the hour and pur
pose of the meeting.

Executive Committee
7.4

Executive Committee: There shall be an Executive Com
mittee composed of not less than three (3) and not more than
five (5) Partners as determined by the Partners at the annual
meeting, plus the Managing Partner. The Executive Commit
tee shall be chaired by the Managing Partner, and it shall
appoint a Secretary for each fiscal year of the Partnership.
All Executive Committee meetings shall be open to all Partners.

The Managing Partner shall preside over meetings of the
Executive Committee and the Partnership, prepare an
agenda for all meetings, and perform such other duties consis
tent with the office of Chairman as the Executive Committee
shall prescribe. The Secretary shall keep the Partnership
advised of actions of the Executive Committee through the
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keeping of minutes of Executive Committee meetings and
shall perform such other duties as the Managing Partner or
Executive Committee shall prescribe. The Secretary shall
provide each Partner with a copy of all such minutes
promptly after the meeting.
The duties and authority of the Executive Committee are as
follows:
•
•
•
•

•

•

•
•

•

Establishing firm policies, procedures, and long-range plans
Developing firm goals, budgets, and objectives
Recommending amendments to this Agreement
Meeting on a regular basis with the Managing Partner to
review firm operations and activities to assure compliance
with firm policies and to monitor the firm’s progress
Recommending mergers with other accounting firms,
acquisitions of accounting firms, admission of new Partners
and the removal, with or without cause, of a Partner from
the Partnership
Maintaining proper staffing levels by hiring professional staff;
determining salary levels, salary increases, and benefit pack
ages; and providing staff assignments and advancements
Determining the firm’s capital requirements
Appointing such committees as it may deem necessary to
conduct the activities of the Partnership
Delegating authority to others from time to time and recall
ing at any time the authority so delegated

7.5

Election and Term: Members of the Executive Committee
shall be elected by a majority vote of all votes cast for a two(2-) year term at the annual Partner meeting. The Partners may
serve on the Executive Committee for more than one (1) term.

7.6

Interim Vacancies: When a vacancy occurs on the Execu
tive Committee between annual meetings of the Partners,
the Partnership shall, within thirty (30) days after such
vacancy occurs, conduct a special meeting and elect a Part
ner to fill the vacancy, with said Partner to serve until the
next annual meeting.
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7.7

Meetings: The Executive Committee shall hold regular
monthly meetings on the fourth (4th) Wednesday of each
month. In addition, special meetings shall be called by any
member of the Executive Committee as needed.

7.8

Quorum: The presence of all members of the Executive
Committee shall be required to constitute a quorum.

7.9

Voting: Each member of the Executive Committee shall
have one vote on all matters brought before the Executive
Committee. If all members of the Executive Committee cannot
agree on an issue, said issue may be referred to the Partnership
by the dissenting member (s) for a vote at its next meeting.

7.10

Removal: Members of the Executive Committee may be re
moved from office upon either the recommendation of a
majority of the Executive Committee or the written petition
of twenty-five percent (25%) of the Partners, provided that
such recommendation or petition is adopted by a majority of
the Partners.

ARTICLE VIII
MEETINGS AND VOTING
8.1

Meetings: The Partners’ annual meeting shall be held at a
time and place to be specified by the Managing Partner in
writing at least________ (______ ) days before the sched
uled meeting.
Regular Partnership meetings shall be held on the last Friday
of each calendar month at such time as may be agreed upon
by a majority of the Partners. In addition, a meeting of Part
ners shall be held at any time on call of the Managing Partner
or at any time after written notice at least________________
(_____ ) days in advance jointly signed by any two Partners,
specifying the date, time, and purpose of the meeting. The
call by the Managing Partner may be written or oral and need
not be made any period of time in advance of the meeting,
nor need it specify the purposes of the meeting.
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Minutes of each Partnership meeting shall be distributed
to the Partners within________________ (______ ) days after the
meeting.

8.2

General Voting: Each Partner shall have an equal voice in
the management of the Partnership, with each Partner hav
ing one (1) vote, which can be cast either in person or by
proxy. Unless otherwise specified herein and assuming a
quorum is present, all decisions shall be made by a majority
vote of the Partners, provided no such determination shall be
contrary to a provision of law or of this Agreement.

8.3

Decisions Requiring Higher Vote: Except as otherwise
provided herein, the following decisions shall not be made
without a two-thirds (%) vote of the Partners, cast either in
person or by proxy, assuming a quorum is present.

•
•

Use of Partnership credit or capital in any other business
Incurrence by the Partnership of any obligation or debt
exceeding________________ dollars ($_____ ) (exclusive of interest)
Election or removal of Managing Partner
Admission or expulsion of a Partner
The sale of assets in excess of________________ dollars ($______ )
Merger with another accounting firm or firms
Relocation of the Partnership’s principal office or the open
ing of any Partnership office
Compromise of any amount due to the Partnership of more
than________________ dollars ($______ )
Repeal or modification of any provisions of this Agreement

•
•
•
•
•
•
•

8.4

Vote by Proxy: Partners may vote by proxy; however, any
proxy must be in writing and must specifically identify the
meeting or matter to which the proxy applies. Any proxy shall
be revocable at any time and shall be ineffective at any meet
ing at which the Partner giving such proxy is in attendance.

8.5

Quorum: A majority of the Partners, either in person or by
proxy, shall constitute a quorum. Each Partner shall have
one (1) vote and, except as otherwise provided herein, a
majority of votes cast shall determine any issue.
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8.6

Unanimous Consent: A Partner may recommend, in place
of a meeting, that the Partnership authorize an action pursuant
to any provision of this Agreement by unanimous written
consent of all Partners. A Partner may indicate his written
consent by signing a counterpart of the proposal or by sub
mitting a separate writing, e.g., telegram, telex, or telecopy,
that specifically identifies the proposal and states that he
consents to such proposal.

8.7

Disqualification From Voting: Partners shall be barred from
voting on any matter that affects their status as members of
the Partnership, and their vote shall have no influence when
determining whether a quorum is present for the purpose of
acting on such matter or calculating the percentage of votes
required to approve or defeat such matter.

8.8

Right to Vote: Except as provided in Sections 8.2 and 8.7,
no Partner shall be disqualified from voting on any issue, not
withstanding any interest he may have therein which differs
from the interest of the firm or the other Partners.

8.9

Emergency Meetings: If Partners who could authorize
Partnership action at a duly called meeting reasonably
determine, in writing, that an emergency situation is con
fronting the Partnership, such Partners may, without adher
ing to customary procedures for meetings or actions by
unanimous consent, authorize any action that they consider
reasonably necessary to enable the Partnership to take
advantage of an opportunity or to protect the Partnership
from damage, provided that they make reasonable efforts to
confer with all Partners concerning such action and the
reasons why such action must be taken without adhering to
customary procedures.

ARTICLE IX
DUTIES AND RESPONSIBILITIES
9.1

Duties of Partners: Each Partner shall expend on Partner
ship matters, a minimum of________ (______ ) hours per
week, based upon a yearly average, inclusive of vacations,
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holidays, and illness. This provision shall not be deemed to
prohibit the following, so long as the activity does not
substantially interfere with Partner’s professional responsi
bilities or Partner’s business and does not conflict with this
Agreement:
•

•

•

•

Writing articles, books, and other publications or delivering
speeches or other addresses. However, if such activities are
related to Partnership activities, any compensation received
for such services shall be paid to the Partnership.
Contributing, on the Partnership’s behalf, to charitable,
religious, political, and educational organizations sums up
to________________dollars ($______ ). Donations of greater value
shall require approval by the Managing Partner.
With the Managing Partner’s approval, serving as a trustee,
director, executor, or other fiduciary. Unless the Partner pro
vides such services on behalf of the estate of a close relative,
any compensation received shall be paid to the Partnership.
With the Managing Partner’s approval, holding public or civic
office, or position or office with professional or charitable
organizations. Any compensation received for such services
shall be paid to the Partnership. This provision also applies to
a Partner’s spouse and minor children.

9.2

Partner’s Authority to Act on Partnership’s Behalf: Except
as otherwise provided herein, each Partner is authorized to
take the following actions to the extent that they are necessary
to permit such Partner to carry on the practice of accounting:

•

Accept clients on the Partnership’s behalf and assume
responsibility for specific matters for any Partnership client.
However, it is the duty of such Partner to verify that such
action will create no conflict of interest with any other client
and that the engagement is consistent with the clients and
affairs customarily assumed by the Partnership. In addition,
such Partner must obtain the assent of any other Partner (s)
who may reasonably be expected to serve such client.
Render statements to clients for services rendered, provided
that they apply to clients for whom he is responsible and that
they are consistent with Section 8.3.

•
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•

Provide opinions as to any accounting matter, provided that
at least________________(______ ) other Partner (s) review(s) and
concur(s) with any nonroutine opinion.
Approve, on the Partnership’s behalf, routine advances and
incidental expenses, consistent with Section 8.3, necessary to
the representation of a client in those matters where the
Partnership has accepted responsibility.

9.3

Conflict of Interest: The Partners shall not engage, either
directly or indirectly, as an owner, employee, consultant, or
otherwise in any activity that competes with the Partner
ship’s business and activities unless authorized by a unani
mous vote of the Partners.

9.4

Investments: Each Partner agrees to disclose and make
available to the Partnership each and every business oppor
tunity that such Partner becomes aware of in his capacity as
a Partner. However, no such disclosure or offer shall be
required with respect to business opportunities that are not
within the scope of the Partnership.
Each Partner shall be accountable to, and hold in trust for,
the Partnership any income, compensation, or profit that
such Partner may derive from any such activity, and such
Partner will indemnify the Partnership for any profits that
the Partnership may reasonably be viewed as having fore
gone or any loss that it may incur as a result of any failure by
such Partner to disclose business opportunities to the Part
nership.

9.5

Restrictions on Partners’ Actions: No Partner shall act on
behalf of the Partnership; mortgage, lease, or encumber Part
nership property; or confess any judgment on behalf of the
Partnership, without the express written authority of the
Managing Partner.

9.6

Transactions With Employees: No Partner shall participate,
or cause the Partnership to participate, in any transaction(s)
with Partnership employees, other than those which will
arise in the usual course of Partnership business.
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9.7

Transfer Restrictions: No Partner shall sell, mortgage,
assign, transfer, or in any other manner dispose of, alienate,
or encumber any or all of his Partnership interest or any
rights therein without the prior written, unanimous consent
of the Partners. Any transfer not in conformity with this
provision shall be null and void and shall confer no rights on
the transferee as against the Partnership or as against the
other Partners. Recognizing the purposes of the Partnership
and the relationship among the Partners, each Partner
acknowledges that such transfer restrictions are reasonable
and shall be specifically enforceable. Each Partner further
agrees to hold both the Partnership and each Partner (and
each Partner’s successors and assigns) completely harmless
from any damage, liability, or cost, sustained by any such
indemnified persons as a result of a transfer or an attempted
transfer in violation of this Agreement.

9.8

Enforcement of Transfers: In the event that the other
Partners shall consent to the transfer and subject to the
transfer restrictions contained herein, such transfer shall be
made expressly subject to all terms and conditions of this
Agreement and shall be binding on the respective successors,
assigns, and personal representatives of the Partners.

9.9

Indemnification: Each Partner shall indemnify and hold
harmless the Partnership and each Partner from claims,
damages, and expenses arising from his own negligence to
the extent that the acts are not covered by, or the amount of
damages exceeds, the Partnership’s insurance coverage.

9.10

Fees for Professional Services: Each Partner shall charge
reasonably for all professional services rendered by him, fol
lowing generally the policies of the firm as to fees charged.
However, each Partner may serve professionally without
charge any member of his own family or any relative and,
with the consent of the Managing Partner, any Partner may
serve without charge, or at less than regular charge, any
educational, civic, charitable, or religious organization.
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No salaries, commissions, fees, or gratuities exceeding
________________dollars ($______ ) shall be accepted, directly or
indirectly, by any Partner personally from any client or
prospective client of the firm, without the express consent in
advance of the Managing Partner, and the fair value of any
such item received with such consent, though retained by the
Partner, shall be treated for accounting purposes as compen
sation to the firm and shall be charged against such Partner
as an advance on the next maturing installment or installments
of his drawing account. The Managing Partner may agree,
however, to any exception to any provision of this Section.
9.11
•

•

Professional Obligations:
ship, each Partner shall—

At the expense of the Partner

Maintain memberships in good standing in the American
Institute of Certified Public Accountants and the [state] Soci
ety of Certified Public Accountants.
Maintain full effectiveness of his license to practice in [state].
Each Partner will at all times comply with all of the provi
sions of the Code of Professional Conduct as adopted by the
American Institute of Certified Public Accountants and by
the statutes, rules, and regulations of the state society and
the board of public accountancy covering all professional
services that he shall render.

9.12

Memberships in Professional or Civic Organizations: Part
ners are encouraged to belong to Partnership-approved
professional organizations. As a customary expense of its
business that is deductible before determination of net
profits, the Partnership shall pay dues and provide Partners
with membership in those professional or civic organizations
that enhance the practice of accountancy.

9.13

Automobile: Each Partner shall furnish and maintain a suita
ble automobile to the extent necessary to properly discharge
his duties to the Partnership and shall carry on such travel,
continuing professional education, and client-firm relations
activities, including entertainment and membership in social,
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civic, and business clubs, as are consistent with the develop
ment of his portion of the professional practice of the firm.

Each Partner shall be responsible for the maintenance of
suitable insurance coverage on his own automobile or automo
biles, which insurance shall provide automobile liability
coverage of not less than________________ dollars ($_____ )
per person and________________ dollars ($______) per accident for
bodily injury and/or death and________________ dollars ($______ )
for property damage, or a combined single limit or
________________dollars ($______ ), or such other coverage as may
from time to time be required to meet the underlying pri
mary liability insurance requirements of the umbrella policy
of insurance provided by the Partnership.
9.14

Expenses: Expenses incurred by Partners in furtherance
of Partnership business are subject to reimbursement. How
ever, the firm will not reimburse Partners for those expenses
that Partners are required to incur on the firm’s behalf, such
as home entertainment for clients, home telephone
expenses, and gift contributions.

9.15

Wills: In his will, each Partner shall instruct his executor to
adhere to the terms of this Agreement and sell his Partnership
interest. However, a Partner’s failure to direct his executor in
this regard shall not affect the legality or enforceability of
this Agreement.

ARTICLE X
FINANCIAL MANAGEMENT
10.1

Books of Account: The Partnership shall maintain, at its
principal office, comprehensive books of account for the
Partnership which shall show an accurate record of all trans
actions of the Partnership and its condition as well as the
names and addresses of the Partners. The Partnership shall
keep its records and file all Partnership income tax returns
using the cash method of accounting but shall periodically
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prepare financial statements and make all financial determi
nations under this Agreement in accordance with generally
accepted accounting principles. Each Partner, or his legal
representative, shall, at his sole expense, have the right,
upon reasonable notice and at reasonable times, to examine,
copy, and audit the Partnership’s books and records.

10.2

Method of Accounting: The Partnership’s books of
account shall be kept on a cash basis.

10.3

Fiscal Year: The Partnership’s fiscal year shall be the year
ending________________.

10.4

Tax Returns: The Partnership tax returns shall be filed on
a cash basis, and each Partner shall be furnished, within
________________(_____ ) days after the close of each fiscal year of
the Partnership, with a copy of each tax return and any other
information which each Partner may require in connection
with each Partner’s own tax matters.

Each Partner shall timely file his own personal tax return
and submit copies to the Partnership.
10.5

Operating Statements: An operating statement shall be
prepared and submitted to each Partner at the close of each
calendar month. The statement shall set forth Partnership
operations for the preceding month.

10.6

Partner Reports: The Partnership shall provide each Partner,
within________________(_____ ) days after the close of each fiscal
year, with a copy of the Partnership’s financial statements.
The Partnership’s accountants shall review such statements.

Unless written objection is made by a Partner within
________________ (_____ ) days after actual receipt of such financial
statements, each such annual accounting shall constitute an
accord and satisfaction, and a release and discharge as of the
end of such year of all claims not reflected in such statements
which any Partner has against the Partnership or against any
other Partner arising out of the operation of the Partnership.
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10.7

Adoption of Financial Statements and Tax Returns: Each
Partner shall have________________ (______ ) days after receipt to
dispute the Partnership tax return and financial statement,
after which time such tax return and financial statement will
be deemed binding.

10.8

Banking: All Partnership funds shall be deposited in its
name, in such checking accounts or similar accounts with
member banks of the FDIC as approved by the Partners. Part
nership funds shall not be commingled with the funds of any
other person or entity.

10.9

Tax Matters Partner: The Partnership designates____________
as the party to receive notices from the Internal Revenue
Service which pertain to the Partnership’s tax affairs, and he
shall be the ‘‘Tax Matters Partner’ ’ pursuant to the Code. The
Tax Matters Partner shall be reimbursed for all reasonable
expenses incurred as a result of his duties as Tax Matters
Partner. If________________should resign as Tax Matters Partner
or as a general Partner, or his entire Partnership interest is
disposed of or terminated,________________shall become the
Tax Matters Partner.

ARTICLE XI
RESTRICTIONS TO PRACTICE
11.1

Noncompetition—Retirees: A Partner who retires from
the Partnership shall not, during such period as he may be
receiving any payments as a retired Partner, solicit or perform,
either individually or as a member of a partnership or as an
employee of an individual, partnership, or corporation,
professional services, such as auditing, accounting, manage
ment services, tax, or any other services customarily rendered
by the Partnership. Any retired Partner who breaches this
provision shall no longer be entitled to receive further retire
ment payments.

11.2

Noncompetition—Resigning Partners: A Partner who
withdraws from the Partnership shall not, for a period of
________________ (______) years after withdrawal, solicit or perform,
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either individually or as a member of a partnership or as an
employee of an individual, partnership, or corporation,
professional services, such as auditing, accounting, manage
ment services, tax, or any other services customarily rendered
by the Partnership, within a________________ (______) mile radius
of the city or cities where an office of the Partnership is
located at the time of the Partner’s resignation or within
________________ (______ ) years prior thereto. In the case of a
national Partner, he shall be deemed to have conducted a major
part of his activities in both the city in which his regular office
was located and in the city in which the principal office was
located during his period of service as a national Partner.

Should a court of competent jurisdiction determine that the
enforcement of this provision is unreasonable in terms of
time or geographic area and that a more limited provision
would be reasonable, it is intended that the more limited pro
vision determined by the court to be reasonable shall be
given effect.
Should a withdrawn Partner provide such service, he shall pay
the Partnership an amount equal to the average annual fee
earned by the Partnership for the________________(______ ) year
period preceding the date of his withdrawal. If the Partner
ship had served the client for less than________________ (______ )
years preceding the date of such withdrawal, the payment to
the Partnership shall be an amount equal to the average annual
accrual fee determined on the basis of the shorter period.
Partnership clients are defined for purposes of this article to
include those persons or entities for whom professional serv
ices were rendered by the Partnership within________________
(_____ ) months preceding the date of such withdrawal.

ARTICLE XII
DISPUTE RESOLUTION,
DISSOLUTION, AND WINDING UP
12.1

Mediation: Any controversy or claim which arises under the
terms of this Agreement and which is not resolved through
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negotiation shall be settled by mediation in accordance with
the current Commercial Mediation Rules of the American
Arbitration Association before resorting to arbitration, litiga
tion, or some other dispute resolution procedure. The costs of
mediation shall be shared equally by the parties to the dispute.
12.2 Arbitration: Any controversy or claim which arises under
the terms of this Agreement and which is not resolved
through negotiation or mediation shall be settled by arbitra
tion in accordance with the current Commercial Arbitration
Rules of the American Arbitration Association, and judg
ment upon the award rendered by the arbitrator(s) may be
entered in any court having jurisdiction thereof. The costs of
arbitration shall be allocated among the parties as directed
by the arbitrators.

12.3 Attorney’s Fees: If any legal action is instituted to enforce
the provisions of this Agreement, the prevailing party shall
be entitled to receive, in addition to such other relief as may
be granted, reasonable attorney’s fees and costs.

12.4

Dissolution: The Partnership shall dissolve and be termi
nated on or upon the earlier happening of any one of the
following:

•
•

The unanimous written consent of the Partners
The occurrence of any event which, under the Act or as
otherwise provided by law, causes a dissolution or termina
tion of the Partnership
Any event which results in there being only one (1) Partner

•

Promptly upon dissolution, a Notice of Dissolution shall be
published under the [governing state} Corporation Code or
any equivalent successor statute.
The Partners shall share in profits and losses during the liqui
dation period in the same proportions in which they shared
profits and losses prior to the termination of the Partnership
business.
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12.5

Winding Up: Upon the dissolution of the Partnership, the
Partners shall designate a Liquidator of the Partnership who
shall, with reasonable speed, wind up Partnership business,
sell all Partnership property, and distribute the proceeds of
liquidation in the following manner:

•
•

First, pay all debts to creditors other than Partners.
Second, pay all debts to Partners, other than capital loans to
Partners.
Third, pay all capital loans to Partners.
Fourth, distribute to Partners the balances of their capital
accounts. If any Partner’s capital account has a deficit balance,
such Partner shall contribute to the capital of the Partnership.
Fifth, allocate any remaining funds among present Partners
in proportion to their capital accounts prior to dissolution.

•
•

•

Partners shall act in a fashion that is consistent with the
winding up of the Partnership’s business and affairs. The Liq
uidator shall comply with all requirements of the Act and
other applicable laws pertaining to the winding up of a
partnership, following which the Partnership shall stand liq
uidated and terminated. Partners shall receive no additional
compensation for any services performed pursuant to this
provision.

12.6

Rights of Partners: Except as otherwise provided herein,
Partners are restricted to the Partnership’s assets for the
return of their capital contributions, and they shall have no
right to receive value other than cash from the Partnership.

12.7

Files and Workpapers: Each Partner agrees that files shall
be maintained for the purpose of retaining copies of income
tax returns, financial statements, and other documents pre
pared and issued by the Partnership, together with the atten
dant worksheets. The Partnership, not the individual
Partners, shall have title to and ownership of such files.
In connection with the winding up and liquidation of the
Partnership, the Partner who regularly rendered professional
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services to the client shall be entitled to the client’s files,
unless the client requests otherwise.
A Partner who withdraws from the Partnership and intends
to or does continue to practice public accounting shall be
entitled only to the files of those clients for whom he regu
larly performed professional services while a member of the
Partnership and for whom he will regularly perform profes
sional services after his withdrawal from the Partnership.

The deceased Partner’s estate shall not be entitled to any
Partnership records, other than those relating to personal
matters of the deceased Partner.
12.8

Confidential Relationship: It shall be the duty of the
Partners and of any arbitrators appointed pursuant to this
Agreement to maintain in confidence, to the greatest extent
reasonably possible, any and all information relating to the
professional affairs of the Partnership and any and all infor
mation as to any differences of opinion which may from time
to time arise between the Partners relating to the profes
sional affairs of the Partnership or to the management or
conduct thereof.

ARTICLE XIII
MISCELLANEOUS
13.1

Binding Effect: This Agreement shall be binding upon and
inure to the benefit of the respective Partners and all future
Partners of this firm who are admitted to the Partnership in
accordance with its terms and provisions. Each Partner binds
and obligates himself, his spouse or estate, and any and all
persons claiming by, through, or under him. No person shall
have any rights or obligations relating to the Partnership
greater than those set forth in this Agreement, and no person
shall acquire an interest in the Partnership or become a Part
ner except as permitted by the terms of this Agreement.
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13.2 Amendments: This Agreement may be amended, modi
fied, or revoked in whole or in part by a two-thirds (%) vote
of the Partners. No amendment, modification, or revocation
shall become effective until it has been reduced to writing
and signed by all Partners.

13.3

Governing Law: This Agreement shall be governed by and
construed in accordance with the laws of the state of

13.4

Notices: Any notice, payment, demand, offer and accep
tance, or other communication (collectively referred to as
“notice”) required or permitted pursuant to this Agreement
shall be in writing and shall be deemed to have been duly
given on the date of service if served personally upon the
Partner to whom notice is given; or on the second business
day after mailing if mailed to the Partner to whom notice
is to be given, by first class mail, postage prepaid, and
addressed to the addressee at the address designated herein; or
on the first business day after it is transmitted if telegraphed,
telexed, or express mailed to the addressee at the address
designated herein. Any Partner may change his address by
giving written notice to the Partnership, to the attention of
the Managing Partner. Notices to the Partnership shall similarly
be given and addressed to it at its principal place of business.

13.5

Construction: Every provision, term, and covenant of this
Agreement shall be construed according to its fair meaning
and not strictly for or against any Partner.

13.6

Usage: Wherever from the context it appears appropriate,
references to the masculine shall include the feminine
and neuter; the feminine shall include the masculine and
neuter; the neuter shall include the masculine and feminine;
the singular shall include the plural; and the plural shall
include the singular.

13.7

Headings: The captions included in this Agreement are for
reference purposes only and shall not affect the interpreta
tion of this Agreement.
FOR DISCUSSION PURPOSES ONLY
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13.8

Severability: Every provision of this Agreement is intended
to be severable. If any provision, term, covenant, or condition
of this Agreement or application thereof to any person or cir
cumstance is held invalid, the remainder of the Agreement
shall remain in full force and effect, and shall be interpreted
as though such provision were not included herein.

13.9

Entire Agreement: This Agreement contains the entire
agreement of the Partners with respect to its subject matter
and supersedes any and all prior negotiations, understand
ings, and agreements with regard hereto. Any oral represen
tations or modifications shall be unenforceable unless
reduced to writing and signed by the Partner to be charged.

13.10 Incorporation by Reference: Every exhibit and schedule
attached to this Agreement and referred to herein is incorpo
rated into this Agreement by reference.
13.11 Counterparts: This Agreement may be executed in multi
ple counterparts, each of which shall be an original, but all of
which, when taken together, shall be deemed one and the
same instrument.
Should it become necessary to introduce into evidence
before any court or other tribunal the text of this Agreement,
it shall not be necessary to offer evidence of the execution of
this Agreement by any party other than the party against
whom, or by whom, it is sought to enforce the provisions of
this Agreement.

13.12 Waiver: Failure or delay of either party in exercising any
right or remedy under this Agreement, or any other agree
ment between them, or otherwise, will not operate as a
waiver thereof. The express waiver by any party of a breach
of any provision of this Agreement by the other party shall
not operate or be construed as a waiver of any subsequent
breach of said party. No waiver shall be effective until it is
reduced to writing and signed by the waiving party.
13.13 Further Acts: Each Partner shall perform all further acts and
execute, acknowledge, and deliver any documents which
may be reasonably necessary, appropriate, or desirable to
carry out the provisions of this Agreement.

FOR DISCUSSION PURPOSES ONLY
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13.14 Third-Party Claims: This Agreement shall solely benefit
the parties to this Agreement and their affiliates. No other
person shall be able to enforce or make any claims pursuant
to its provisions.
13.15 Indemnification: If a final judgment is levied against the
Partnership, which becomes a lien against the property of a
Partner(s), or if any Partners) is required to pay such judgment,
the Partnership shall secure the discharge of such lien and shall
indemnify such Partner(s) with respect to such payment.
13.16 Equitable Remedies: In addition to other available rights,
each Partner shall have the right of specific performance,
injunction, and other equitable remedy in the event of any
actual or threatened breach of this Agreement, the parties
acknowledging that the Partnership has no adequate remedy
at law.
13.17 Incorporation of Partner: Any Partner may incorporate
pursuant to the rules and regulations promulgated by the
[governing state] Board of Accountancy. The newly created
professional accounting corporation shall then be admitted as a
Partner to the Partnership in lieu of the individual Partner.
IN WITNESS WHEREOF, the parties have caused this Agreement
of Partnership to be executed as of the date first set forth above.

Joseph F. Delong

Anton E. Wagner

Martha A. Bonner

Dorothy M. Convery

R. Blane Holmes
FOR DISCUSSION PURPOSES ONLY
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The undersigned, as spouses of Joseph F. Delong, Anton E. Wagner,
Martha A. Bonner, Dorothy M. Convery, and R. Blane Holmes,
hereby sign the above Partnership Agreement for the purpose of
binding themselves thereto.

Elizabeth A. Delong

Mary F. Wagner

George J. Bonner

William F. Convery

Sherry W. Holmes

FOR DISCUSSION PURPOSES ONLY

Ill
PROFESSIONAL
CORPORATIONS
BACKGROUND
Professional corporations are formal legal entities that are created
by following governing statutes. They can enter contracts, acquire
assets, hire employees, and be held liable for their debts.
The two most common methods of incorporating your practice
are to have the owners transfer cash and assets to the corporation in
return for stock or, if your accounting practice has been conducted
as a partnership, to have the partnership transfer its assets and
liabilities to the corporation in return for stock, which will then
be distributed to the former partners in proportion to their partner
ship interests.
Conducting your accounting practice as a professional corpora
tion neither begins nor ends with transferring assets in return for
stock or meeting initial statutory requirements. It begins with
your first attempt at planning and preparing for your corporate
organization and continues throughout your corporate existence
53
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by observing corporate procedures and formalities. A professional
corporation’s failure to maintain its corporate ‘ ‘form’ ’ may result
in challenges by the IRS and other third parties.

CORPORATE DOCUMENTS
Introduction
Creating and maintaining your professional accounting
corporation requires adherence to a variety of organizational
documents, specifically, articles of incorporation, bylaws, employ
ment contracts, and buy-sell agreements. This section discusses
the content and effect of these documents and allows you to work
more closely and effectively with your attorney, resulting in incor
poration documents that are legally enforceable and reflective of
your professional goals and personal practice philosophy. However,
this discussion does not necessarily identify all documents that
may be needed for the incorporation of your practice. An attorney
experienced in both corporation and income tax laws should be
retained to confirm your choice of agreements and verify their
content. Documents must adhere to and be consistent with the
requirements of your state’s professional and business corporation
acts and the rules of regulatory agencies. Compliance with these
statutory and professional mandates can best be achieved with
the assistance of counsel. A discussion of the legal and ethical
requirements involved in the organization of your accounting
practice is included in chapter IV, “The Lawyer’s Role in Your
Accounting Partnership or Professional Corporation.’’

Articles of Incorporation
Serving as a contract between the corporation and its share
holders, between the state and the corporation, and among
the shareholders, the articles of incorporation set forth the cor
poration’s professional boundaries. Frequently referred to as the
charter, the articles function as the corporation’s constitution by
defining the rights and duties of shareholders and directors and by
charting the corporation’s professional direction. When deciding
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where to include any provisions of a limiting or specific nature
that can be placed in either your articles of incorporation or
bylaws, you should remember that provisions included in the
articles are difficult to change; therefore, greater flexibility would
be achieved by placing these particular provisions in your bylaws.
Bylaws can usually be changed by an action of the board of direc
tors. The article’s prominent position in the corporate scheme is
illustrated by the fact that when drafting questions or conflicts
arise, the articles of incorporation prevail over inconsistent provi
sions contained in the bylaws or private agreements.
The practitioner’s role in the incorporation process does not
end when the articles of incorporation are drafted. Once reduced
to writing, the articles must be signed and acknowledged in a
manner consistent with your state’s business corporation act.
Every state requires that the articles of incorporation be filed
with a filing fee and recorded with the state official who
administers the state’s corporation laws, usually the secretary of
state. It may be that your articles can be executed on an official
form provided by the appropriate state official. This filing require
ment not only makes your articles of incorporation the most public
of your corporate documents, but, pending approval, it also signifies
the beginning of your corporate existence. Finally, some states
require you to publish your notice of incorporation, usually once
but sometimes more frequently, in a newspaper of general circula
tion, a legal newspaper, or both.
The major issues that should be addressed by your articles of
incorporation include—

•
•
•
•
•
•
•

Corporate name.
Corporate purpose (most jurisdictions allow a corporation to
pursue any legal purpose).
Profession to be practiced.
Address of registered office.
Names and addresses of directors and incorporators.
Requirement that each shareholder be licensed to practice.
Duration of corporate existence.
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•

•
•
•

Number of shares of stock the corporation has authority
to issue.
Voting rights of the stock.
Restrictions on the alienability of shares to nonprofessionals.
Name and address of the corporation’s registered agent.

Please refer to appendix A for sample articles of incorporation.

Bylaws
Accountants are required to draft bylaws when incorporating
their practices. Serving as a supplement to the articles of incorpo
ration and as general organizational rules, bylaws govern the
affairs of the corporation and are binding upon the members of
the corporation. Specifically, they delineate the rights, responsibili
ties, and authority of shareholders, officers, directors, employees,
and agents, and they include information that is not included in
the publicly filed articles of incorporation, To facilitate the drafting
of bylaws that accurately reflect your corporate structure, first
identify management functions and construct a comprehensive
organizational chart depicting the functions of and relationships
among members of your professional corporation.
The major issues that should be addressed by your bylaws
include—
•
•

•
•
•
•
•
•

Duties of corporate officers and directors.
Methods of electing, removing, and replacing officers and
directors.
Requisite number of directors.
Time, place, and frequency of shareholders’ and directors’
meetings.
Quorum requirements and the rules governing meetings.
Voting.
Procedures for amending bylaws.
Fiscal year and accounting method.

Please refer to appendix B for sample bylaws.
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Employment Contracts
A key document for any accountant planning to incorporate a
practice is the employment contract. It solidifies the professional
relationship between the corporation and its shareholder
employees. The salient points of the contract should be identified
and the document completed prior to the filing of the articles of
incorporation. Due to the diverse positions held by the profes
sionals on your staff, the employment contract can be written to
meet individual needs, such as those of a senior officer who is
approaching retirement, or of a newly elected officer or a staff
accountant who is not yet a shareholder. In all cases, it should be
completed before employment begins.
The positive result of including employment contracts in your
incorporation process is not limited to fulfilling the legal obligations
between the practitioner and the corporation; in addition, it pro
motes your firm’s corporate appearance and makes a clear and
definitive statement about what the employee and the corporation
can expect to receive from one another. Fostering a sense of
organization and stability among your staff, employment con
tracts provide motivation, encouragement, and peace of mind to
all professionals in the firm.
The major issues that should be addressed by your employment
contracts include—

•
•
•
•
•
•
•
•
•
•
•
•

Term of employment.
Compensation and bonuses.
Fringe benefits.
Employees’ responsibilities and activities.
Vacation allotments.
Leaves of absence.
Definition of full-time employment and provision for parttime employment.
Time devoted to corporation.
Corporate control clause.
Covenant not to compete (as authorized by statute).
Corporate opportunity.
Life, liability, and malpractice insurance.
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•

•
•
•
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Expense reimbursement for education, professional dues,
insurance, travel, entertainment, and home office.
Access to corporate records.
Prohibition against assignment of the contract.
Acts causing termination.
Conditions for total, partial, temporary, and permanent
disability.
Compensation and benefits upon disability, death, retire
ment, or termination.
Early/late retirement.
Assumption of liabilities in the event of corporate sale, liqui
dation, or merger.
Arbitration as a dispute resolution procedure.

Please refer to appendix C for a sample employment contract.

Retirement benefits either constitute a prominent portion of
your employment contract or serve as a separate retirement or
deferred-income contract. Outgoing shareholders may have
included in their payments the value of goodwill as well as
accounts receivable and work-in-process if they have not been
provided for in the value of the shares of stock. Benefit formulas
frequently vary, although it is not difficult to calculate the bene
fit. This results in proper compensation to an employee for value
not included in the retirement of corporate stock.
The major issues that should be addressed by your retirement or
deferred-income contract include—
•
•
•
•
•

Date when payments begin.
Amount, frequency, and duration of payments.
Number of guaranteed years that payments will be made.
Provision for naming a beneficiary in writing prior to
employee’s death.
Adjustments to payments consistent with cost-of-living index.

▼ PROFESSIONAL CORPORATIONS

59

Buy-Sell Agreements
Accountants incorporating their practices find it necessary to
draft buy-sell agreements that provide a definitive policy for the
disposition of withdrawing or deceased shareholders’ stock.
These agreements are typically activated upon a shareholder’s
retirement, incapacity, death prior to retirement, and voluntary
or involuntary withdrawal from employment. Buy-sell agree
ments can take two forms:
1.

2.

Stock redemption agreement, which provides that upon
the withdrawal or death of a shareholder, the shareholder
or his estate will offer to sell his stock directly to the corpo
ration. Though it is usually recommended, the corporation
is not obligated to purchase the shares.
Cross-purchase agreement, which provides that upon the
withdrawal or death of a shareholder, the shareholder or
his estate will offer to sell his stock directly to the remain
ing shareholders. As is usually the case with stock redemp
tion agreements, shareholders are not obligated to
purchase the shares.

A professional accounting corporation can achieve heightened
flexibility through a combined stock-redemption and cross-purchase
agreement whereby the withdrawing or deceased shareholder’s
first responsibility is to offer the shares to the corporation and
then to offer any unpurchased shares to the remaining share
holders. This degree of flexibility can also be achieved by first
offering the shares to the remaining shareholders and then offer
ing the unpurchased shares to the corporation. If the objective of
a buy-sell agreement is to trigger a sale, the corporation or the
remaining shareholders must be obligated to purchase the
remaining shares; otherwise, corporate sale or liquidation would
likely result.
Practitioners functioning without a buy-sell agreement in force
proceed at their own peril, much as does an individual who for
sakes the advice of others to prepare a will. Legislation has been
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enacted throughout the country, and its purpose is consistent
with the intent of buy-sell agreements; however, the methods
used to achieve this purpose are imposed by statute and are not
determined by the shareholders to whom they apply. Some states
require that the corporation’s articles of incorporation or bylaws
contain a provision addressing stock disposition upon the with
drawal or death of a shareholder, while others place restrictions on
the transfer of shares or mandate the transfer to qualified persons
within a specific time period. Prevailing in some jurisdictions is a
specific statutory guideline that determines the distribution of
shares when the issue is not addressed by the articles of incorpora
tion, bylaws, or other private agreements. This discussion clearly
indicates that if the accountant fails to assume responsibility for
stock disposition, state law will control, resulting in the disposition
of shares to the satisfaction of the state legislature, though not
necessarily to that of the shareholder or the shareholder’s estate.
Including a well-designed buy-sell agreement in the organization
of your professional accounting corporation is a recommended
approach to practice management since it—
• Provides a deceased stockholder’s estate with the liquidity
necessary to meet taxes and related expenses.
• Places a value on withdrawing or deceased stockholders’
shares of stock, resulting, in the case of a deceased stock
holder, in an established value for estate tax purposes.
• Maintains corporate cohesion by preventing a shareholder
from transferring stock to an unacceptable party.
• Heightens shareholder awareness of the funding necessary
for the eventual purchase of shares of withdrawing and
deceased shareholders.
• Satisfies the conflicting demands of the deceased stock
holder’s estate or withdrawing stockholder and the remaining
stockholders.
• Provides a way to terminate a practice relationship.
It is therefore vital that all aspects of your buy-sell agreement
be carefully considered by the shareholders, since it is only by
means of a complete, accurate agreement that the corporate
shareholders can control the terms of redemption.
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The major issues that should be addressed by your buy-sell
agreement include—
Price, and method of computing the price, at which the
shares of a deceased or withdrawing shareholder will be
purchased and sold.
Restrictions on stock transfers.
Corporation’s right-of-first-refusal of stock that a share
holder desires to sell or assign.
Termination of voting rights upon shareholder’s withdrawal
or death.
Endorsement imposed on stock certificate.
Behavior resulting in termination.
Requirement of new shareholders to execute agreement.

•

•
•
•
•
•
•

Please refer to appendix D for a sample buy-sell agreement.

A final point to consider is the admission of a new shareholder.
After an employee has worked for your firm for a number of years,
you may wish to make the employee a stockholder. The two
methods used to accomplish this are:

The corporation issues the employee additional shares of
stock, the number of which represents the employee’s per
centage of ownership, or
2. The stockholders transfer to the employee the appropriate
number of shares in return for the employee’s payment for
the stock.
1.

PROFESSIONAL CORPORATION
PRACTICES
In addition to external changes, the incorporation of your
practice will result in internal changes, specifically, changes in the
operation of your firm. The individuals responsible for the outcome
of those decisions vested within the corporation and not con
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trolled by statute are the directors and officers. Elected annually
by shareholders, directors generally need not possess any particular
qualifications and need not even be shareholders unless they are
required to be by your articles of incorporation. However, most
state regulations require all shareholders to be certified public
accountants licensed to practice in that jurisdiction. Management of
corporate affairs rests with the board of directors, and their respon
sibilities generally entail overseeing the officers’ daily activities and
establishing their compensation, formulating corporate policy,
authorizing corporate contracts, and declaring dividends. Directors
are frequently compensated for their services, although this is not
mandatory. In their capacity as directors, they can be sued; there
fore, corporations are advised always to have officer and director
liability insurance in effect. Some jurisdictions require that at least
one directors’ meeting be held each year; however, this decision
is frequently within the directors’ discretion and addressed in the
bylaws.
The officers of a corporation, consisting mainly of the president,
vice president, secretary, and treasurer, are elected by the directors
and are responsible for the daily administration of the professional
corporation. The president exercises control over the corpora
tion’s business affairs and is vested with the authority to hire and
fire employees. The vice president assumes the president’s duties
upon the president’s absence or death. The authority to execute
documents and stock certificates is usually vested in both president
and vice president. The duties of the secretary and treasurer,
though less austere, are by no means less vital to the professional
corporation. The secretary is entrusted with maintaining
corporate records and ensuring that all corporate notices are
provided to persons identified in the bylaws. The treasurer main
tains corporate financial records and administers federal and local
withholding taxes, sales taxes, and payments.
To receive the continuing benefits of corporate practice and
avoid challenges by the IRS, your accounting corporation must
continuously function as a corporation, which requires adherence
to corporate formalities. You must learn to think of the corporation
as a separate entity and make sure that your books and records are
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maintained in a fashion which documents this distinction. The
board of directors must hold meetings to both implement major
corporate policy and discuss daily affairs. These meetings should
be held at least annually and as frequently as there is business for
the directors to discuss; however, directors are usually at liberty to
determine when, where, and how the meetings are to be con
ducted. Board meetings can be classified into two categories:

1.
2.

Regular meetings which are regularly scheduled and may
be held without notice
Special meetings which are held at any time, provided that
all directors are given notice

Although the board of directors is authorized to act on any matter
within the scope of the corporation’s authority, the board is
required to meet as a board in order to act lawfully, except in those
situations where statutes permit action by written consent in place
of a meeting (in these cases, unanimous approval of the action is
required). Items subject to board approval include benefit plans,
employment contracts, leases, and insurance matters. Despite the
latitude provided by courts in enforcing board meeting require
ments for professional accounting corporations, it is not recom
mended that informal verbal agreements be substituted for
formal directors’ meetings, since this could result in a challenge by
the IRS alleging that the organization is not being operated as a
legitimate corporation. Keep in mind that an important option
held by directors is their right to dissent when the director
believes that a majority of the board is acting in a questionable
fashion. By filing a written dissent, recording it in the minutes, or
sending it by registered mail to the secretary immediately following
the meeting, the director is removed from any personal liability
resulting from the board’s action.
Every state’s business corporation law requires that shareholders
meet at least once a year; however, their failure to conduct the
meeting at the designated time will not cause corporate dissolution.
Usually included in the bylaws, the time and place of the annual
meeting may also be contained in the articles of incorporation.
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The most important actions taken at the annual shareholders’
meeting are the election of directors for the forthcoming year and
the review and approval of the acts of directors and officers during
the preceding year. In addition to holding an annual meeting, a
professional corporation may have special shareholder meetings
throughout the year to address daily corporate operations. All
shareholders who are entitled to vote must receive notice of
shareholder meetings, and in most states, it must be in writing,
signed by an officer, usually the president, and delivered within
the time limit required by law. This notice includes the time and
place of the meeting and a statement of the issue(s) to be discussed.
A professional corporation is required to maintain a formal
record of shareholder and director actions. This is accomplished
by keeping detailed written minutes of stockholder and director
meetings, together with copies of documents that are acted upon
at such meetings, in a corporate minute book. The secretary
generally maintains the minute book, a procedure that should be
followed even if there is only one shareholder or one director.

INCORPORATION PLAN
Planning the incorporation of your accounting practice usually
begins several months before the date of corporate operation;
however, the exact period involved will depend upon the particular
needs of the firm. When you have a clear understanding of how
decisions are made, the incorporation of your practice and its
subsequent maintenance can proceed in an organized, effective
manner. Set forth below is one possible approach to a successful
incorporation that makes clear to the public your message that a
new professional accounting corporation has begun.
SAMPLE INCORPORATION SEQUENCE
1.

Hold a meeting of the CPA incorporators and their attorneys.
Matters addressed at this stage include—
•
•

Target date.
Corporate name.
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•
•
•
•
•

•
•
•
•

2.

3.
4.

5.
6.
7.
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Officers and directors.
Agent to accept service of process.
Benefit plans.
Corporate fiscal year.
Accounting method.
Capitalization of the corporation, i.e., amount of stock
authorized and issued.
Classes of stock.
Identity of stockholders (with their proportional shares).
Determination of which assets and liabilities will be
transferred to the corporation.
Whether an S corporation election will be made.

Contact the secretary of state concerning the availability of the
corporate name and reserve the name if necessary. Corporate
designation varies among states.
Obtain certificates of license in those states that require certifi
cates to accompany the articles of incorporation.
Draft corporate documents, including articles of incorporation,
bylaws, minutes of first meeting of board of directors, stock
certificates, employment contracts, benefit plan agreements,
buy-sell agreements, and documents of transfer of assets and
liabilities.
File articles of incorporation (include certificate of license if
required by law).
Order materials, including corporate seal, stock certificates,
stock register, and minute book.
Hold organizational meeting. Present at the meeting may be the
incorporators, shareholders, or directors. Though there is no
limit to the number of issues that may be decided, the more
prominent tasks include—

•
•
•

Electing officers.
Determining which assets and liabilities will be turned over
to the corporation.
Adopting and executing bylaws; employment contracts;
stock purchase agreements; and pension, profit-sharing,
and other employee benefit plans.
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•
•
•
•
•
•
•
•

8.

9.

The organizational meeting is frequently followed by the first
meeting of the board of directors.
Prepare incorporating balance sheet, chart of accounts, new
ledgers and journals, checks and other printed accounting
forms, organization chart, statements of policy, and position
descriptions.
Direct the appropriate person or organization to—

•
•
•

•
•

10.
11.

Authorizing treasurer to pay organizational expenses.
Determining officers’ compensation.
Making necessary banking and borrowing resolutions.
Establishing annual meeting date.
Entering the fiscal year-end in the minutes.
Assigning leases.
Determining income tax elections.
Obtaining or revising necessary insurance policies,
including workers’ compensation, malpractice, and
liability policies.

Transfer insurance.
File new W-4 forms.
Obtain third-party consent for assignments of contracts
and leases.
Change name listing in telephone directory, signs, building
directory, stationery, business cards, and invoices.
Advise licensing authorities, professional societies,
utilities, and other suppliers to change their accounts.

File final federal and state payroll tax report for predecessor
practices.
Issue shares of stock.

The professional incorporation checklist above is presented
primarily to assist CPAs who are incorporating their own prac
tice. It does not address the various special requirements of other
professions.

IV
THE LAWYER’S ROLE
IN YOUR ACCOUNTING
PARTNERSHIP OR
PROFESSIONAL
CORPORATION
BACKGROUND
Fellow practitioners can be a valuable source of information for
accountants developing their organizational documents. By par
ticipating in local practice management roundtables sponsored by
the state societies and local firms and by attending state and
national MAP conferences, you can learn the principles involved
in preparing agreements and ways of avoiding common stumbling
blocks. Further guidance can be found in the AICPA Management
of an Accounting Practice Handbook and other practice manage
ment literature.
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We can assume that the principals in a CPA firm know more
than the average lawyer does about the contents of their accounting
partnership agreement and incorporation documents; however,
the attorney’s role is crucial nonetheless. Accountants have a
great deal of flexibility in structuring their organizational docu
ments especially when they are practicing as a partnership.
However, there are formalities that cannot be overlooked, specifi
cally the Uniform Partnership Act (UPA); the Model Business
Corporation Act (MBCA); local, state, and federal certification
and filing requirements; and state law.

ACCOUNTING PARTNERSHIPS
AND THE UPA
To the extent that it has been adopted by the relevant jurisdic
tions, the definitive governing body for accountants practicing as
partnerships is the UPA. The UPA codifies and reforms the common
law of partnership and specifies partners’ rights and obligations.
In those states where the UPA is not in effect, local statutes and
decisions control. A number of states have made minor modifica
tions to the UPA. An attorney experienced in partnership law will
ensure that your agreement complies with both the mandates of
local and state statutes and the provisions of the UPA, thereby
anticipating and avoiding points of conflict with these bodies of law.
In the resolution of conflicts within the partnership, the UPA
controls only when the subject is not addressed by the partnership
agreement or when the partners are unable to agree. The statute
also affords protection to other individuals or entities who are
strangers to the partnership, which can frequently supersede pro
visions of the partnership agreement. If a particular issue is not
resolved to the satisfaction of a particular partner, it may be
necessary to litigate the issue; however, too frequently the court’s
interpretation of the agreement is inconsistent with what the
partners originally intended. Final external sources of governance
of your partnership are case law, reports of state administrative
agencies, as well as local, state, and federal certification and filing
requirements.
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PROFESSIONAL CORPORATIONS:
REGULATED ENTITIES
As is the case with other business ventures, the incorporation
of your accounting practice requires that a wide range of deci
sions be made, some of which will be controlled by statute. This
control has been exercised at the state level since the turn of the
century, and inasmuch as these early statutes codified the state
corporation law, they were plagued by inconsistencies among
states. This situation was alleviated to some degree as states
gradually began to enact similar corporation laws, largely as a
result of the Model Business Corporation Act (MBCA), which was
developed by the American Bar Association in 1950 and
completely revised in 1969. However, substantive differences in
corporation laws continue to exist among states with many of the
important corporate jurisdictions, such as Delaware, New York,
New Jersey, California, and Michigan, choosing not to base their
corporation laws on the MBCA. The MBCA remains under con
sideration in some other states. In addition to the ABA’s influence,
the Securities Act of 1933 and the Securities Exchange Act of 1934
have affected corporation law to some degree; however, incorpo
ration matters remain largely a state decision, with no federal
incorporation statute for accountants in existence.
The resolution of corporate policy through adherence to state
law is not always without incident as conflicts arise among state
mandates. Your professional accounting corporation is more than
a creature of state law; it is also a professional business corpora
tion engaged in the practice of a particular profession, specifically
accounting. As such, it will be subject to the mandates of your
state’s professional corporation law, business corporation law, and
laws regulating the accounting profession. It is therefore clear
that there exist many opportunities for conflict among these three
bodies of law. To remedy this situation, some states have repealed
or amended inconsistent regulatory or licensing statutes; however,
the majority of jurisdictions have included in their professional
corporation laws provisions making the professional corporation
law supreme by mandating that other laws are restricted to the
extent that they are inconsistent with the professional corpora
tion law. For those matters over which you are able to exercise
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some degree of control, a well-planned course of action is recom
mended, since the accounting corporation that resolves questions
before they grow into practice management problems will surely
have the competitive edge.

ACCOUNTANT AND ATTORNEY:
A TEAM FOR SUCCESS
The attorney’s role in the choice and creation of your practice
organization ensures your awareness not only of legal rights and
obligations but also of the legality and enforceability of your
organizational documents. Your lawyer can also assist in periodic
reviews of your agreements so that appropriate revisions and
amendments are made to reflect changes in laws, regulations,
court decisions, and circumstances.
When you begin the process of organizing your practice,
whether your choice be the partnership or professional corpora
tion, schedule a meeting, to be attended by the principals of your
firm and lawyer, so that all parties can present their proposals. If
possible, select an attorney who is both familiar with your firm
and experienced in partnership and corporate law. Be prepared to
encounter some short-term conflicts among participants during
this introductory stage; however, remain committed and aware of
the long-term benefits to you and your firm. Functioning in this
manner can provide all participants with a sense of certainty that
nothing has been said to the attorney or to other firm members
that may be detrimental to their interests. If necessary, it can also
serve as a perfect opportunity to provide counsel with a complete
understanding of the firm and the relationships among its mem
bers. Throughout your organizational process, remember that the
success of any partnership or professional corporation will be
determined by the skill and effort that went into its formation.
Two questions that frequently confront accountants while
working with their attorney in these matters are the manner in
which attorneys become proficient in this specialty of law and the
extent of the attorney’s involvement. In most cases, a lawyer’s
first exposure to partnership and corporation law can be traced to
a law school curriculum, with expertise resulting from post-law
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school specialization. Your attorney’s involvement can range from
the far-reaching role of participating in the entire process to the
more restricted one of documenting the partners’ intentions. The
recommended approach for you, the accountant, and the one
made possible by this book, is to take advantage of your technical
expertise, practical experience, and inherent knowledge of your
firm’s characteristics and prepare an outline of your agreement(s).
This document(s) can then be reviewed and completed by your
attorney. As an expert in the legal enforceability of organizational
documents, your attorney can advise you of any necessary
additions, deletions, or revisions that must be made. After further
discussion among the members of your firm, the draft can be for
malized to become a legally enforceable document. Since all firms
are unique, it is you, as a practitioner and professional, who knows
how the interests of your firm are best represented. Conversely,
your attorney, as a skilled professional trained in this specialty, is
adept at drafting agreements that conform to the law. Acting in
concert with these guidelines results in the joining of two technical
experts and the creation of complete, binding agreements that
manifest your precise intentions.
You cannot underestimate your own involvement in this process,
since the definitive partnership agreement and incorporation
documents reflect your personal management style and are written
in a fashion that is readily understood by all members of your firm.
Entrusting this responsibility solely to your attorney may result in
an incomplete agreement overwrought with legalisms that may be
misunderstood. Assuming this responsibility yourself may result
in unenforceable or incomplete agreements. These exact senti
ments were considered when the model provisions included in
this book were drafted. By conforming to these principles, you
can achieve complete, enforceable organizational documents as
well as savings in legal expenses.

CONCLUSION
The message conveyed by this book is that all firms should prac
tice under well-drafted organizational documents that reflect
their individual management philosophy and that are broad enough
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to accommodate change. Regardless of the form, a successful
practice is best achieved through a complete, enforceable partner
ship agreement or corporate documents. Making these agreements
an integral part of your practice not only enables you to maintain
your current level of success, but also allows you to prosper and
take advantage of the growing professional opportunities now
becoming available in the field of accounting.

APPENDIX A

The illustrative material below has been included for informational
purposes only. Practitioners who feel that any of this material would be
useful in their own agreements are advised to consult legal counsel for
specific advice on the appropriateness and effect of such use.

Articles of Incorporation
of
[Name of Firm]

KNOW ALL MEN BY THESE PRESENTS, that the undersigned natural
person, being more than 18 years of age, acting as the Incorporator in
order to organize and establish a corporation under the________________
Code does hereby adopt the following Articles of Incorporation, to wit:

I. NAME
The name of the Corporation is:________________.

II. REGISTERED OFFICE AND
REGISTERED AGENT
The initial Registered Office for the Corporation is______________________ .
The initial Registered Agent at such address is__________________________ .

III. PURPOSES
The objects and purposes for which this Corporation is organized and the
nature of the business to be carried on by it are as follows:
1.

To carry on the practice of accountancy and such other activities as
may from time to time be specifically found by the Board to be activities
suitable and proper to be performed by certified public accountants
in accordance with the standards of professional conduct promul
gated in the State of___________ .
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To impose restrictions upon the transfer of its own shares in compli
ance with limitations imposed by law and upon such terms as its
Board of Directors may direct.
In general, to carry on any business or activity in connection with the
foregoing and to have and exercise all of the powers and rights
conferred by the laws of the State of________________upon professional
corporations formed under such laws.

IV. CAPITAL STOCK
Section 1. Authorized Shares. The total number of shares which this
Corporation is authorized to issue is________________ (_____ ) shares of
common stock of no par value.
Section 2. Voting Rights of Shareholders. Each holder of the
common stock shall be entitled to one vote for each share of stock
recorded in his name on the books of the Corporation. Cumulative voting
shall not be permitted.
Section 3. Consideration for Shares. Shares without a par value shall
be issued for such consideration as shall be fixed from time to time by the
Board of Directors. The judgment of the Board of Directors as to the value
of the consideration received in full or partial payment for shares shall be
conclusive. When shares are issued upon payment of the consideration
fixed by the Board of Directors, such shares shall be deemed to be fully
paid stock and shall be nonassessable.

Section 4. Denial of Preemptive Rights. The Corporation’s share
holders are denied the preemptive right to purchase its shares. Therefore, the
Corporation need not offer to sell a pro rata proportion of its stock or securi
ties convertible into stock to its shareholders before selling, or offering to
sell, any additional shares of its stock or any stocks, bonds, debentures, or
other securities convertible into its stock.
Section 5. Stock Transfer Restrictions. The Corporation shall have
the right to impose restrictions on the transfer of all or any part of its shares
prior to the issuance thereof and may become a party to agreements
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entered into by any of its shareholders restricting transfer or encumbrance
of any of its shares or subjecting any of its shares to repurchase or resale
obligations.

V. MANAGEMENT
For the management of the business, for the conduct of the affairs of the Cor
poration, and for the further definition, limitation, and regulation of the powers
of the Corporation, its directors and shareholders, it is further provided:

Section 1. Size of Board. Except as provided herein, the number of
directors shall be established in the manner provided by the Bylaws; the
number of directors constituting the initial Board of Directors of the Corpo
ration is________________. The names and addresses of the persons who
are to serve as the initial directors are as follows:

Section 2. Powers of Board. The Board of Directors may exercise all
such powers and do all such acts and things as may be exercised or done
by the Corporation or as are appropriate to the management of the business
and the conduct of the affairs of the Corporation, subject, nevertheless, to
the provisions of the laws of the State of________________ , of these
Articles of Incorporation, and of the Bylaws of the Corporation.

Section 3. Interested Directors. No contract or transaction between
this Corporation and one or more of its directors, or between this Corpora
tion and any other corporation, firm, association, or other entity in which
one or more of the Corporation’s directors or officers are directors or
officers or are financially interested, shall be void or voidable solely for that
reason or solely because the director or officer is present at or participates
in the meeting of the Board of Directors or a committee thereof which
authorizes, approves, or ratifies such contract or transaction, or solely
because their votes are counted for such purpose, provided that (i) the
material facts as to the relationship or interest of such director and as to the
contract or transaction shall have been disclosed to or known by the Board
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of Directors or committee which in good faith authorizes, approves, or ratifies
the contract or transaction by a vote or consent sufficient for the purpose
without counting the vote or consent of such interested directors, even
though the disinterested directors constitute less than a quorum, or (ii) said
material facts shall have been disclosed to or known by the shareholders
entitled to vote on the contract or transaction, and they authorize, approve,
or ratify the contract or transaction in good faith by a vote of said share
holders, or (iii) the contract or transaction was fair as to the Corporation.

Common or interested directors may be counted in determining the presence
of a quorum at a meeting of the Board of Directors or a committee thereof
which authorizes, approves, or ratifies such contract or transaction.
Section 4. Indemnification. The Corporation shall indemnify its Officers
and Directors to the maximum extent allowed by law so long as such
indemnification does not cause the Corporation’s liabilities to exceed its
assets as determined in accordance with generally accepted accounting
principles. For purposes of this Section, the term “Director” means an
individual who is or was a director of the Corporation and an individual who,
while a director of the Corporation, is or was serving at the Corporation’s
request as a director, officer, partner, trustee, employee, or agent of any
other foreign or domestic corporation or of any partnership, joint venture,
trust, other enterprise, or employee benefit plan. A director shall be consid
ered to be serving an employee benefit plan at the Corporation’s request
if his duties to the Corporation also impose duties on, or otherwise involve
services by him to, the plan or to participants in or beneficiaries of the plan.
“Director” includes, unless the context otherwise requires, the estate or
personal representative of a director.
Section 5. Personal Liability.
A. Except as otherwise provided by law, a director shall not be personally
liable to the Corporation or to its shareholders for monetary damages for
breach of fiduciary duty as a director. Notwithstanding the immediately
preceding sentence, nothing in this Subsection A shall eliminate or limit
the liability of a director of the Corporation or its shareholders for monetary
damages for (i) any breach of the director’s duty of loyalty to the Corpora
tion or to its shareholders, (ii) acts or omissions not in good faith or which
involve intentional misconduct or a knowing violation of law, (iii) acts specified
in Section_______________ of the________________ Corporation Code, or (iv) any
transaction from which the director derived an improper personal benefit.
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B. Except as otherwise provided by law, no officer or director shall be
personally liable for any injury to person or property arising out of a tort com
mitted by an employee unless such officer or director was personally
involved in the situation giving rise to the litigation, or unless the officer or
director committed a criminal offense. The protection afforded by this Sub
section B shall not restrict other common law protections and rights that an
officer or director may have or affect the elimination of personal liability of
a director to the Corporation or to its shareholders for monetary damages
for breach of fiduciary duty as a director under Subsection A of this Section 5.

VI. AMENDMENT OF ARTICLES
The provisions of these Articles of Incorporation may be amended, altered,
or repealed from time to time in the manner prescribed by the laws of the
State of________________, with a two-thirds (2/3) vote of the shareholders enti
tled to vote thereon, unless any class of shares is entitled to vote thereon
as a class, in which event the proposed amendment shall be adopted upon
receiving the affirmative vote of the holders of two-thirds (2/3) of the shares
of said class and of the total shares entitled to vote thereon. All rights herein
conferred on the directors, officers, and shareholders are granted and sub
ject to this reservation.

VII. PLACE OF MEETING; CORPORATE BOOKS
Subject to the laws of the State of________________ , the shareholders and
the directors shall have power to hold their meetings, and the directors
shall have power to have an office or offices and to maintain the books
of the Corporation outside the State of________________, at such place or
places as may from time to time be designated in the Bylaws or by appropri
ate resolution.

VIII SHAREHOLDER QUALIFICATIONS
AND LIMITATIONS
Section 1. Qualifications of Shareholders. All shareholders of this
Corporation shall be persons who must be certified public accountants or reg
istered accountants in good standing in the State of________________and
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shall at all times own their shares in their own right. They shall be individuals
who, except for illness, accident, and time spent in the armed services, on
vacations, and on leaves of absence not to exceed one (1) year, are actively
engaged in the practice of accounting in the offices of the Corporation
in_______________ .

Section 2. Loss of Qualifications. Shareholders who cease to be, or
for any reason are ineligible to be, shareholders shall dispose of all of their
shares forthwith, either to this Corporation or to any person having the
qualifications of a shareholder under this Article.
Section 3. Qualifications of Officers and Directors. Notwithstanding
anything to the contrary herein provided, the President shall be a share
holder and director of this Corporation, and to the extent possible, all other
directors and officers shall be persons having the qualifications of a share
holder under this Article. Lay directors and officers shall not exercise any
authority whatsoever over professional matters.

Section 4. Agreement of Shareholders. The acquisition by a share
holder of stock in this Corporation signifies the shareholder’s agreement to
the provisions of Article IX below.

IX. LIMITED LIABILITY
OF SHAREHOLDERS
All shareholders of this Corporation shall be, and said shareholders agree
to be, jointly and severally liable for all acts, errors, and omissions of the
employees of the Corporation with respect to performance of professional
services only except during periods of time when either (i) each person
who holds a certificate to practice public accounting as a certified public
accountant or as a registered accountant who is a shareholder, or any
employee of the Corporation, has a professional liability policy insuring
himself and all other employees who act at his direction, or (ii) this Corpora
tion maintains in good standing professional liability insurance, which
insurance shall meet the minimum standards set forth in Sections
________________of_________________ Revised Statutes, as currently enacted
and as subsequently amended.
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X. DATA RESPECTING INCORPORATOR
The name and address of the Incorporator of the Corporation, a natural
person, is_______________ .
Executed this________________day of________________ , 19XX.
STATE OF_______________)

) ss.
COUNTY OF___________ )

I,________________, the undersigned Notary Public duly commissioned to take
acknowledgments and administer oaths in the State of________________ , do
hereby certify that on this________________ day of________________ , 19XX,
________________personally appeared before me, who, being first duly sworn,
declared that [he/she] is the only Incorporator referred to in Article VIII of
the foregoing Articles of Incorporation, and that [he/she] signed these
Articles as such and that the statements contained therein are true.

Witness my hand and official seal.
My Commission Expires:________________________
(SEAL)

________________________
Notary Public
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The illustrative material below has been included for informational
purposes only. Practitioners who feel that any of this material would be
useful in their own agreements are advised to consult legal counsel for
specific advice on the appropriateness and effect of such use.

Bylaws
of
[Name of Firm]

I. OFFICE
Section 1. Principal Office. The initial principal office of the Corpora
tion shall be located at________________ . This office may be changed and
the Corporation may also have offices at such other places, both within and
without the State of________________, as the Board of Directors may
determine or as the affairs of the Corporation may require from time to time.
Section 2. Registered Office. The initial registered office of the Corpo
ration in the State of________________shall be at________________ .

II. SHAREHOLDERS’ MEETINGS
Section 1. Annual Meetings.

A. Time and Place. The annual meeting of the Shareholders of the Corpora
tion, commencing with the year of incorporation, shall be held at the principal
office of the Corporation in the State of________________ or at such other place
within or without the State of________________ as may be determined by the
Board of Directors and as may be designated in the notice of such meeting.
The meeting shall be held on the forty-fifth (45th) day following the end of
the Corporation’s fiscal year. If said day is a legal holiday, the meeting shall
be held on the next succeeding day that is not a legal holiday.

B. Purpose of Meeting. The business to be transacted at such meeting
shall be the election of Directors and such other business as shall be
properly brought before the meeting.
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C. Alternate Election Date. If the election of Directors shall not be held on
the day designated for any annual meeting, or at any adjournment of such
meeting, the Board of Directors shall call a special meeting of the Share
holders as soon as conveniently possible thereafter. At such meeting, the
election of Directors shall take place, and such election and any other busi
ness transacted thereat shall have the same force and effect as if conducted
at an annual meeting duly called and held.
D. Notice. No change in the time or place for the meeting for the election
of Directors shall be made within ten (10) days preceding the day on which
the election is to be held. Written notice of any such change shall be given
each Shareholder at least ten (10) days before the election is held, either
in person or by letter mailed to him at the address last shown on the books
of the Corporation.

Section 2. Special Meetings. Special meetings of the Shareholders
may be called for any purpose or purposes, unless otherwise prohibited by
statute or by the Articles of Incorporation, by the Chairman of the Board, if
any, or the President, and shall be called by the President or Secretary at
the request in writing of Shareholders owning not less than one-tenth (1/10)
of all of the shares of the capital stock of the Corporation issued and
outstanding and entitled to vote. Such request shall state the purpose or
purposes of the proposed meeting.

Section 3. Notice and Purpose of Meetings; Waiver. Each Share
holder of record entitled to vote at any meeting shall be given, in person or
by mail, or by prepaid telegram, written or printed notice of the purpose or
purposes and the time and place of every meeting of Shareholders. Except
as provided by the________________ Corporation Code, such notice shall be
mailed not less than ten (10) days before the meeting nor more than fifty
(50) days prior to the meeting; provided, however, that at least thirty (30)
days’ notice shall be given of all meetings at which it is proposed that the
number of authorized shares be increased. No publication of the notice of
the meeting shall be required. A Shareholder may waive the notice of
meeting by attendance, either in person or by proxy, at the meeting or by
so stating in writing, either before or after such meeting. Attendance at a
meeting for the express purpose of objecting that the meeting was not law
fully called or convened shall not, however, constitute a waiver of notice if
such objection is made at the beginning of the meeting. When a meeting
is adjourned to another time or place, notice need not be given of the
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adjourned meeting if the time and place thereof are announced at the
meeting at which the adjournment is taken. At the adjourned meeting the
Corporation may transact any business which might have been transacted
at the original meeting. If the adjournment is for more than thirty (30) days,
or if after the adjournment a new record date is fixed for the adjourned
meeting, a notice of the adjourned meeting shall be given to each Share
holder of record entitled to vote at the meeting.

Section 4. Quorum. Except as otherwise provided by law, a quorum at
all meetings of Shareholders shall consist of the holders of record of a
majority of the shares entitled to vote thereat, present in person or by proxy.
If a quorum is not represented at any meeting of the Shareholders, such
meeting may be adjourned for a period not to exceed sixty (60) days at any
one adjournment.
Section 5. Closing of Transfer Books; Record Date. In order to deter
mine the holders of record of the Corporation’s stock who are entitled to
receive notice of meetings, to vote at a meeting or on an adjournment
thereof, and to receive payment of any dividend, or to make a determination
of the Shareholders of record for any other proper purpose, the Board of
Directors of the Corporation may order that its Stock Transfer Books be
closed for a period not to exceed fifty (50) days. If the purpose of such clos
ing is to determine who is entitled to notice of a meeting and to vote at such
meeting, the Stock Transfer Books shall be closed for at least ten (10) days
immediately preceding such meeting.

A. Record Date. In lieu of closing the Stock Transfer Books, the Board of
Directors may fix a date as the record date for such determination of Share
holders. Such date shall be no more than fifty (50) days prior to the date of the
action that requires such determination, nor, in the case of a Shareholders’
meeting, shall it be less than ten (10) days in advance of such meeting.
B. Alternate Record Date. If the Stock Transfer Books are not closed and
no record date is fixed for such determination of the Shareholders of record,
the date on which notice of the meeting is mailed, or on which the resolu
tion of the Board of Directors declaring a dividend is adopted, as the case
may be, shall be the record date for such determination of Shareholders.
C. Adjournment. When a determination of Shareholders entitled to vote at
any meeting has been made as provided in this Section, such determination
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shall apply to any adjournment of such meeting, except when the determi
nation has been made by the closing of the Stock Transfer Books and the
stated period of closing has expired.

Section 6. Presiding Officer; Order of Business.
A. Presiding Officer. Meetings of the Shareholders shall be presided over
by the Chairman of the Board. If he is not present, or if there is none, they
shall be presided over by the President or if he is not present or if there is
none, by a Vice President or, if he is not present or if there is none, by a person
chosen by the Board of Directors or, if no such person is present or has
been chosen, by a Chairman to be chosen by Shareholders who own a
majority of the shares of the capital stock of the Corporation issued and
outstanding and are entitled to vote at the meeting and are present in person
or represented by proxy. The Secretary of the Corporation or, if he is not
present, an Assistant Secretary or, if he is not present, a person chosen by
the Board of Directors shall act as Secretary at meetings of Shareholders; if
no such person is present or has been chosen, the Shareholders who own
a majority of the shares of capital stock of the Corporation issued and out
standing and are entitled to vote at the meeting and are present in person
or represented by proxy shall choose any person present to act as Secre
tary of the meeting.

B. Order of Business. The following order of business, unless otherwise
determined at the meeting, shall be observed as far as practicable and
consistent with the purposes of the meeting:
1.
2.

3.
4.
5.
6.
7.
8.

Calling of the meeting to Order
Presentation of proof of mailing of the notice of the meeting and,
if the meeting is a special meeting, the call thereof
Presentation of proxies
Announcement that a quorum is present
Reading and approval of the minutes of the previous meeting
Reports, if any, of Officers
Election of Directors, if the meeting is an annual meeting or a
meeting is called for that purpose
Consideration of the specific purpose or purposes, other than
the election of Directors, for which the meeting has been called,
if the meeting is a special meeting
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Transaction of such other business as may properly come
before the meeting
Adjournment

Section 7. Voting. At every meeting of the Shareholders, each Share
holder of the Corporation entitled to vote at such meeting shall have, as to
each matter submitted to a vote, one vote in person or by proxy for each
share of stock having voting rights registered in his name on the books of
the Corporation. If a share is registered in the names of two or more per
sons as fiduciaries, partners, tenants in common, joint tenants, tenants by
entirety, or otherwise, then voting with respect to said share shall be in the
manner provided by the________________Corporation Code. A Shareholder
may vote his shares through a proxy appointed by a written instrument
signed by the Shareholder or by his duly authorized attorney-in-fact which
is delivered to the Secretary of the meeting. No proxy shall be valid after
eleven (11) months from the date of its execution unless a longer period is
expressly provided therein.
Section 8. Manner of Acting. All elections shall be determined by a
plurality vote, and except as otherwise provided by law or the Articles of
Incorporation, all other matters shall be determined by a vote of a majority
of the shares present in person or represented by proxy and voting on such
other matters.

Section 9. Record of Shareholders. The Officer in charge of the stock
ledger of the Corporation or the transfer agent shall prepare and make, at
least ten (10) days before every meeting of Shareholders, a complete list of
the Shareholders entitled to vote at the meeting, arranged in alphabetical
order and showing the address and the number of shares registered in the
name of each Shareholder. Such list shall be open to the examination of
any Shareholder, for any purpose germane to the meeting, during ordinary
business hours, for a period of at least ten (10) days prior to the meeting, at
the principal office of the Corporation. The list shall also be produced and
kept at the place of the meeting during the whole time thereof and may be
inspected by any Shareholder who is present in person thereat.

A. Shareholder Determination. The original Stock Transfer Books shall be
prima facie evidence of the Shareholders’ entitlement to examine such rec
ord or to vote at any meeting of the Shareholders.
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B. Validity of Shareholder Meetings. Failure to comply with the require
ments of this Section shall not affect the validity of any action taken at such
meeting of the Shareholders.

Section 10. Action by Consent. Any action required or permitted by law
or the Articles of Incorporation to be taken at any meeting of Shareholders
may be taken without a meeting, without prior notice, and without a vote, if
one or more written consents setting forth the action so taken shall be
signed by all of the holders of the outstanding stock having the right to vote
thereon. Such written consent(s) shall be filed with the minutes of the meeting
of Shareholders. Any action taken by consent is effective when all Share
holders entitled to vote have signed the consent, unless the consent specifies
a different effective date. The record date for determining Shareholders
entitled to take action without a meeting is the date the first Shareholder
signs the consent. A written consent taken in accordance with this Section
has the same force and effect as a unanimous vote of the Shareholders.

III. DIRECTORS
Section 1. General Powers, Number, and Tenure. The business of the
Corporation shall be managed by its Board of Directors, which may exercise
all powers of the Corporation and perform all lawful acts that are not by law,
the Articles of Incorporation, or these Bylaws directed or required to be
exercised or performed by the Shareholders. The number of Directors shall
be determined by the Board of Directors. If no such determination is made,
or regardless of a previous determination if no redetermination is made
after a change in the number of Shareholders, the number of Directors shall
be three (3) except and unless there is a lesser number of Shareholders of
record, in which case that number shall be the number of Directors. No
decrease in the number of Directors shall have the effect of shortening the
term of any incumbent Director. The Directors shall be elected at the
annual meeting of the Shareholders, except as provided in Section 2 of this
Article, and each Director elected shall hold office until his successor is
elected and shall qualify. Directors need not be Shareholders.
Section 2. Vacancies. If any vacancies occur in the Board of Directors,
or if any new Directorships are created, they may be filled by a majority of
the Directors then in office, although such majority constitutes less than a
quorum, or by a sole remaining Director. Each Director so chosen shall
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hold office until the next annual meeting of Shareholders and until his suc
cessor is duly elected and shall qualify. If there are no Directors in office,
any Officer or Shareholder may call a special meeting of Shareholders in
accordance with the provisions of the Certificate of Incorporation or these
Bylaws, at which meeting such vacancies shall be filled.

Section 3. Quorum. A majority of Directors in office shall be necessary
to constitute a quorum for the transaction of business. If at any meeting of
the Board of Directors there shall be less than a quorum present, a majority
of those present may adjourn the meeting without further notice, from time
to time, until a quorum shall have been obtained.
Section 4. Meetings.
A. Regular Meetings. Regular meetings of the Board of Directors may be
held either within or without the State of________________ . Regular meetings
of the Board of Directors shall be held at such times as are fixed from time
to time by resolution of the Board of Directors. The annual meeting of each
newly elected Board of Directors shall be held without notice immediately
following the annual meeting of the Shareholders. Notice need not be
given of regular meetings of the Board of Directors held at times fixed by
resolution of the Board of Directors, nor of the business to be transacted at
such meeting.

B. Special Meetings. Special meetings of the Board of Directors may be
called by the President on twenty-four (24) hours’ notice to each Director,
given personally or by mail, or by telephone or telegraph, which notice
shall state the time, place (as hereinabove provided), and purpose of the
meeting. Special meetings of the Board of Directors shall be called by the
President or Secretary, in like manner and on like notice, on the written
request of at least a majority of the Directors then in office. By attending or
participating in a special meeting, a Director waives any required notice of
such meeting unless the Director, at the beginning of the meeting, objects
to the holding of the meeting or the transacting of business at the meeting.

C. Telephonic Meetings. Members of the Board of Directors or of any com
mittee designated by the Board of Directors may participate in a meeting
of the Board of Directors or committee thereof by means of a conference
telephone call or by similar means of communication by which all persons
participating in the meeting can hear one another at the same time. Such
participation shall constitute presence in person at the meeting.
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Section 5. Removal or Resignation.

A. Removal. Except as otherwise provided by law or the Articles of Incor
poration, at any meeting of Shareholders, any Director or Directors may be
removed from office, without assignment of any reason therefor, by a
majority vote of the shares or class of shares, as the case may be, which
elected the Director or Directors to be removed. When any Director or
Directors are removed, new Directors may be elected at the same meeting
of Shareholders for the unexpired term of the Director or Directors
removed. If the Shareholders fail to elect persons to fill the unexpired term
or terms of the Director or Directors removed, such unexpired term or
terms shall be considered a vacancy or vacancies on the Board of Direc
tors to be filled by the remaining Directors.
B. Resignation. Any Director may resign at any time by giving written
notice to the Board of Directors, the Chairman of the Board, if any, or the
President or Secretary of the Corporation. Unless otherwise specified in
such written notice, a resignation shall take effect upon delivery thereof to
the Board of Directors or the designated Officer. It shall not be necessary
for a resignation to be accepted before it becomes effective.

Section 6. Compensation. Directors and members of any committee
of the Board of Directors shall be entitled to such reasonable compensa
tion for their services as Directors and members of any such committee as
shall be fixed from time to time by resolution of the Board of Directors, and
shall also be entitled to reimbursement for any reasonable expenses
incurred in attending such meetings. The compensation of Directors may
be on such basis as is determined in the resolution of the Board of Direc
tors. Any Director receiving compensation under these provisions shall not
be barred from serving the Corporation in any other capacity and receiving
reasonable compensation for such other services.

Section 7. Manner of Acting.
A. One Vote Per Director. At all meetings of the Board of Directors, each
Director present shall have one (1) vote, irrespective of the number of
shares of stock, if any, which he may hold.

B. Percent of Quorum. Except as otherwise provided by statute, by the Arti
cles of Incorporation, or by these Bylaws, the action of a majority of the
Directors present at any meeting at which a quorum is present shall be the
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act of the Board of Directors. If a quorum is not present at any meeting of
the Board of Directors, the Directors present may adjourn the meeting from
time to time, without notice, other than announcement at the meeting at
which the adjournment is taken, until a quorum shall be present.
C. Manifestation of Dissent. A Director of the Corporation who is present at
a meeting of the Board of Directors at which action on any corporate matter
is taken shall be presumed to have assented to the action taken, unless he
contemporaneously requests that his dissent be entered in the Minutes of
the meeting, or he shall give a written dissent to such action to the presid
ing officer of the meeting before its adjournment or to the Secretary of the
Corporation immediately after the adjournment of the meeting. Such right
to dissent shall not apply to a Director who voted in favor of such action.

Section 8. Action by Consent. Any action required or permitted to be
taken at any meeting of Directors may be taken without a meeting if a written
consent to such action is signed by all members of the Board of Directors
and such written consent is filed with the minutes of its proceedings. Such
action is effective when all Directors have signed the consent, unless the
consent specifies a different effective date. Such consent has the same
force and effect as a unanimous vote of the Directors.

IV. COMMITTEES
Section 1. Executive Committee. The Board of Directors, by resolution
adopted by a majority of the whole Board, may appoint an Executive Com
mittee consisting of one (1) or more Directors, one (1) of whom shall be
designated as Chairman of the Executive Committee. Each member of the
Executive Committee shall continue as a member thereof until the expira
tion of his term as a Director or his earlier resignation, unless sooner
removed as a member or as a Director.

Section 2. Powers. The Executive Committee shall have and may exer
cise those rights, powers, and authority of the Board of Directors as may
from time to time be granted to it by the Board of Directors, to the extent per
mitted by law, and may authorize the seal of the Corporation to be affixed
to all papers that may require it.
Section 3. Procedure and Meetings. The Executive Committee shall
fix its own rules of procedure and shall meet at such times and at such
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place or places as may be provided by such rules or as the members of the
Executive Committee shall fix. The Executive Committee shall keep regu
lar minutes of its meetings, which it shall deliver to the Board of Directors
from time to time. The Chairman of the Executive Committee or, in his
absence, a member of the Executive Committee chosen by majority of the
members present shall preside at meetings of the Executive Committee,
and another member chosen by the Executive Committee shall act as
Secretary of the Executive Committee.

Section 4. Quorum. A majority of the Executive Committee shall consti
tute a quorum for the transaction of its business, and the affirmative vote of a
majority of its members present at any meeting at which there is a quorum
shall be required for any action of the Executive Committee, provided, how
ever, that when an Executive Committee of one (1) member is authorized
under the provisions of Section 1 of this Article, that one (1) member shall
constitute a quorum.
Section 5. Other Committees. The Board of Directors, by resolution
adopted by a majority of the whole Board, may appoint such other committee
or committees as it shall deem advisable and with such rights, powers, and
authority as it shall prescribe. Each such committee shall consist of one (1)
or more Directors.

Section 6. Committee Changes. The Board of Directors shall have the
power at any time to fill vacancies in, to change the membership of, and to
discharge any committee.
Section 7. Compensation. Members of any committee shall be entitled
to such compensation for their services as members of the committee and
to such reimbursement for any reasonable expenses incurred in attending
committee meetings as may, from time to time, be fixed by the Board of
Directors. Any committee member receiving compensation under these
provisions shall not be barred from serving the Corporation in any other
capacity and from receiving compensation and reimbursement of
reasonable expenses for such other services.
Section 8. Action by Consent. Any action required or permitted to be
taken at any meeting of a committee of the Board of Directors may be taken
without a meeting if a written consent to such action is signed by all members
of the committee and such written consent is filed with the minutes of its
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proceedings. Such action is effective when all committee members have
signed the consent, unless the consent specifies a different effective date.
Such consent has the same force and effect as a unanimous vote of the
members.

Section 9. Telephonic Meetings. One or more members of any com
mittee designated by the Board of Directors may participate in a meeting
of such committee by means of a conference telephone call or similar com
munications equipment by means of which all persons participating in the
meeting can hear one another at the same time. Such participation shall
constitute presence in person at the meeting.

V. OFFICERS
Section 1. Designations. The Officers of the Corporation shall be chosen
by the Board of Directors. The Board of Directors may choose a Chairman
of the Board, a President, a Vice President or Vice Presidents, a Secretary,
a Treasurer, one or more Assistant Secretaries and/or Assistant Treasurers,
and other officers and agents that it shall deem necessary or appropriate.
All Officers of the Corporation shall exercise the powers and perform the
duties that shall from time to time be determined by the Board of Directors.
Any number of offices may be held by the same person, unless the Certifi
cate of Incorporation or these Bylaws provide otherwise.
Section 2. Term of, and Removal From, Office. At its first regular
meeting after each annual meeting of Shareholders, the Board of Directors
shall choose a President, a Secretary, and a Treasurer. It may also choose
a Chairman of the Board, a Vice President or Vice Presidents, one or more
Assistant Secretaries and/or Assistant Treasurers, and such other officers
and agents as it shall deem necessary or appropriate. Each Officer of the
Corporation shall hold office until his successor is chosen and qualified.
Any Officer elected or appointed by the Board of Directors may be removed,
with or without cause, at any time by the affirmative vote of a majority of the
Directors then in office. Removal from office, however, shall not prejudice
the contract rights, if any, of the person removed. Any vacancy occurring in
any office of the Corporation may be filled for the unexpired portion of the
term by the Board of Directors.

Section 3. Compensation. The salaries of all Officers of the Corporation
shall be fixed from time to time by the Board of Directors, and no Officer
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shall be prevented from receiving a salary because he is also a Director of
the Corporation.

Section 4. The Chairman of the Board. The Chairman of the Board, if
any, shall be an Officer of the Corporation and, subject to the direction of
the Board of Directors, shall perform such executive, supervisory, and
management functions and duties as may be assigned to him from time to
time by the Board of Directors. He shall, if present, preside at all meetings
of Shareholders and of the Board of Directors.
Section 5. The President.
A. Duties. The President shall be the Chief Executive Officer of the Corpo
ration and, subject to the direction of the Board of Directors, shall have
general charge of the business affairs and property of the Corporation and
general supervision over its other officers and agents. In general, he shall
perform all duties incident to the office of President and shall see that all
orders and resolutions of the Board of Directors are carried into effect. In
addition to and not in limitation of the foregoing, the President shall be
empowered to authorize any change of the registered office or registered
agent, or both, of the Corporation in the State of________________.
B. Voting Corporate Securities. Unless otherwise prescribed by the Board
of Directors, the President shall have full power and authority to attend, act,
and vote on behalf of the Corporation at any meeting of the security holders
of other corporations in which the Corporation may hold securities. At any
such meeting, the President shall possess and may exercise any and all
rights and powers incident to the ownership of such securities that the Cor
poration might have possessed and exercised if it had been present. The
Board of Directors may from time to time confer like powers upon any other
person or persons.

Section 6. The Vice President. The Vice President, if any, or, in the
event there be more than one, the Vice Presidents in the order designated or,
in the absence of any designation, in the order of their election shall, in the
absence of the President or in the event of his disability, perform the duties
and exercise the powers of the President and shall generally assist the
President and perform such other duties and have such other powers as
may from time to time be prescribed by the Board of Directors.
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Section 7. The Secretary. The Secretary shall attend all meetings of
the Board of Directors and the Shareholders and record all votes and the
proceedings of the meetings in a book to be kept for that purpose. He shall
perform like duties for the Executive Committee or other committees, if
required. He shall give, or cause to be given, notice of all meetings of
Shareholders and special meetings of the Board of Directors and shall per
form such other duties as may from time to time be prescribed by the Board
of Directors, the Chairman of the Board, or the President, under whose
supervision he shall act. He shall have custody of the seal of the Corpora
tion, and he, or an Assistant Secretary, shall have authority to affix it to any
instrument requiring it, and when so affixed, the seal may be attested by
his signature or by the signature of the Assistant Secretary. The Board of
Directors may give general authority to any other Officer to affix the seal of
the Corporation and to attest the affixing thereof by his signature.
Section 8. The Assistant Secretary. The Assistant Secretary, if any, or,
in the event there be more than one, the Assistant Secretaries in the order
designated or, in the absence of any designation, in the order of their elec
tion shall, in the absence of the Secretary or in the event of his disability,
perform the duties and exercise the powers of the Secretary and shall per
form such other duties and have such other powers as may from time to
time be prescribed by the Board of Directors.
Section 9. The Treasurer. The Treasurer shall have the custody of the
corporate funds and other valuable effects, including securities, and shall
keep full and accurate accounts of receipts and disbursements in books
belonging to the Corporation and shall deposit all monies and other valuable
effects in the name and to the credit of the Corporation in such depositories
as may from time to time be designated by the Board of Directors. He shall
disburse the funds of the Corporation in accord with the orders of the
Board of Directors, taking proper vouchers for such disbursements, and
shall render to the Chairman of the Board, if any, the President, and the
Board of Directors, whenever they may require it or at regular meetings of
the Board, an account of all his transactions as Treasurer and the financial
condition of the Corporation.
Section 10. The Assistant Treasurer. The Assistant Treasurer, if any,
or, in the event there shall be more than one, the Assistant Treasurers in the
order designated or, in the absence of any designation, in the order of their
election shall, in the absence of the Treasurer or in the event of his disability,
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perform the duties and exercise the powers of the Treasurer and shall per
form such other duties and have such other powers as may from time to
time be prescribed by the Board of Directors.

VI. CERTIFICATES OF STOCK
Section 1. Form. Except as provided in Section 3 below, the interest of
each Shareholder in the Corporation shall be evidenced by certificates for
shares of stock which shall certify the number of shares represented
thereby. The certificates shall be in a form not inconsistent with the Articles
of Incorporation or the laws of the State of________________ , as the Board of
Directors may from time to time prescribe.

A. Certificates. The certificates of stock shall be signed by the President or
Vice President and Secretary or Assistant Secretary and shall be sealed
with the seal of the Corporation.
B. Transfers. Transfers of shares of the capital stock of the Corporation
shall be made only on the books of the Corporation upon authorization by
the registered owner thereof or by his duly authorized attorney-in-fact.

C. Owner of Certificates. The person in whose name shares of stock stand
on the books of the Corporation shall be deemed by the Corporation to be
the owner thereof for all purposes. However, if any transfer of shares is
made only for the purposes of furnishing collateral security, and such fact
is made known to the Secretary of the Corporation or the Corporation’s
transfer clerk or transfer agent, the entry of the transfer shall record such fact.
Section 2. Lost, Destroyed, or Stolen Certificates. No certificate for
shares of stock in the Corporation shall be issued in place of any certificate
alleged to have been lost, destroyed, or stolen except on production of evi
dence, satisfactory to the Board of Directors of such loss, destruction, or
theft, and, if the Board of Directors so requires, upon the furnishing of an
indemnity bond in such amount with such terms and such surety as the
Board of Directors may, in its discretion, require.

Section 3. Shares Without Certificates. The Board of Directors may
authorize the issuance of any class or series of this Corporation’s shares
without certificates. Such authorization shall not affect shares already
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represented by certificates until they are surrendered to the Corporation.
Within a reasonable time following the issue or transfer of shares without
certificates, the Corporation shall send the Shareholder a complete written
statement of the designations, preferences, limitations, and relative rights
of the class together with all other information required by the
_______________ Corporation Code.

VII. CORPORATION ACTIONS
The Board of Directors shall select banks, trust companies, or other
depositories in which all funds of the Corporation not otherwise employed
shall, from time to time, be deposited to the credit of the Corporation.

VIII. CORPORATE SEAL
The Corporate Seal of the Corporation shall consist of two concentric circles.
The name of the Corporation and the State of Incorporation shall be inscribed
in the outer circle. In the center circle shall be inscribed the word “Seal.”

IX. AMENDMENT OF BYLAWS
Section 1. By Shareholders. All Bylaws of the Corporation shall be
subject to alteration or repeal by the Shareholders. New Bylaws may be
made by the requisite vote of Shareholders, a quorum being present,
provided that the notice or waiver of notice of such meeting shall have sum
marized or set forth in full therein the proposed amendment.
Section 2. By Directors. The Board of Directors shall have power to
make, adopt, alter, amend, and repeal, from time to time, Bylaws of the Cor
poration, provided, however, that the Shareholders entitled to vote with
respect thereto, as provided in Section 1 above, may alter, amend, or
repeal Bylaws made by the Board of Directors. Notwithstanding anything
to the contrary herein provided, the Board of Directors shall not have power
to change the quorum for meetings of Shareholders or of the Board of
Directors or to change any provisions of these Bylaws with respect to the
removal of Directors or the filling of vacancies in the Board of Directors
resulting from the removal of Directors by the Shareholders. Moreover, if
any Bylaw regulating an impending election of Directors is adopted,
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amended, or repealed by the Board of Directors, there shall be set forth, in
the notice of the next meeting of Shareholders for the election of Directors,
the Bylaw so adopted, amended, or repealed, together with a concise
statement of the changes made.

X. FISCAL YEAR
The fiscal year of the Corporation shall be fixed by the Board of Directors
from time to time, subject to applicable law.
Ratified by the Board of Directors this the________________ day of
________________19XX.
___________________ CHAIRMAN

ATTEST BY:
____________________SECRETARY
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The illustrative material below has been included for informational
purposes only. Practitioners who feel that any of this material would be
useful in their own agreements are advised to consult legal counsel for
specific advice on the appropriateness and effect of such use.

Employment Contract
THIS AGREEMENT is made as of________________ , 19XX, by and between
________________ (“Employee”) and________________ , a Professional Corpo
ration (“Employer”), duly organized under the laws of the State
of________________.

RECITALS

A. Employee is licensed and authorized to practice public accountancy in
the State of________________ .
B. Employee desires employment to practice public accountancy as an
employee of Employer.
C. Employer desires to employ Employee under the terms and conditions
of this Agreement.
NOW, THEREFORE, it is mutually agreed as follows:

1. Employment. Employer hereby employs Employee, and Employee
hereby accepts employment by Employer on the terms and conditions set
forth below.

2. Services. Employee agrees to devote substantially full time and
attention to the practice of public accountancy for Employer. The expendi
ture by Employee of reasonable amounts of time for teaching, personal or
outside business, and charitable and professional activities shall not be
deemed a breach of this Agreement by Employee, provided such activities
do not interfere with the services required to be rendered to Employer by
Employee under this Agreement. During the term of this Agreement,
Employee shall not, without Employer’s express prior written consent,
directly or indirectly render professional accounting services to or for any
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other person or firm for compensation or engage in any activity competitive
with or adverse to Employer’s business or practice, whether alone, as a
partner, or as an officer, director, employee, or shareholder of any other cor
poration or as a trustee, a fiduciary, or other representative of any other
entity. Employee may make passive and personal investments and con
duct private business affairs not inconsistent with this Agreement without
breach of this Agreement.
3. Employer’s Authority. Subject to Employee’s professional responsi
bilities, Employee agrees to observe and comply with Employer’s rules
and regulations as adopted by Employer’s Board of Directors regarding
performance of Employee’s duties and to carry out and to perform orders,
directions, and policies stated by Employer to Employee periodically,
either orally or in writing. Employee agrees that in dealing with Employer’s
clients or prospective clients Employee will give no assurance in any form
to such clients or prospective clients that Employee or any other particular
employee of Employer will service a client, it being expressly understood
that Employer shall have sole authority to determine which employees of
Employer shall perform account services for any particular client of Employer.

4. Term. This Agreement shall be for a period of one (1) year, commencing
on the________________ day of_________________ , 19XX, subject, however, to
termination during such year, as provided herein. This Agreement shall be
renewed automatically for succeeding periods of one (1) year each on the
same terms and conditions as herein contained unless either the
Employer, by its Board of Directors, or the Employee shall, at least forty-five
(45) days prior to the expiration of any period, give written notice of his or its
intention not to renew this Agreement.
5. Compensation.

A. Employer agrees to pay to Employee during the term of this Agreement a
basic annual salary (“Basic Salary”) in the amount of________________ dollars
($_____ ), to be paid to Employee in equal semimonthly installments beginning
on________________ , 19XX, and payable on the fifteenth (15th) and last day of
each month during the term of Employee’s employment hereunder.
B. All fees and other compensation actually received by Employee for public
accounting services performed by Employee for any person or entity or for
acting as a director, trustee, or executor shall be the property of Employer and
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shall be remitted to Employer on receipt by Employee. All fees, honoraria,
or other compensation received by Employee from teaching, lecturing, or
publishing shall be the property of Employee. Any proceeds that Employee
shall receive by virtue of disability insurance, disability benefits, or health
or accident insurance shall be the property of Employee.

C. All compensation paid to Employee shall be subject to the customary
withholding tax and other employment taxes as required with respect to
compensation paid by a corporation to an employee.
6. Vacation. Employee shall be entitled to an annual vacation
of________________(______ ) weeks during the first three (3) fiscal years of
employment and________________ (______ ) weeks during the fourth (4th) year
and thereafter, without loss of compensation. The times for such vacation
periods shall be those most convenient to Employer’s business, as may be
orally agreed to by Employer. Without Employer’s consent, vacation time
may not be accumulated but must be taken by Employee in the first year in
which Employee is entitled to such vacation, or not at all.
7. Termination. Employee’s employment with Employer shall be
terminated if any of the following occurs:
A. Employee ceases to be an “eligible person” as defined in the Corporation
Code or becomes a “disqualified person” as defined in the Corporation
Code for a period of more than thirty (30) days.

B. Employer and Employee mutually agree in writing to termination.

C. Employee provides ninety (90) days’ prior written notice.

D. Employee expires.
E. Employee fails to rectify a material breach of any of the terms, covenants,
or conditions contained herein within thirty (30) days after written notice to
Employee from Employer to cure such default.

F. At the option of Employer, whenever Employee becomes disabled and
such disability lasts for a period in excess of ninety (90) days; provided,
however, if such disability continues for a period of twelve (12) consecutive
months, this Agreement shall thereupon terminate automatically. For pur
poses of this Agreement, “disability” shall be defined as Employee’s
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inability, through physical or mental illness or other cause, to perform the
majority of Employee’s usual duties. Upon any Employee’s disability,
Employee shall be entitled to disability payments under Paragraph 9 of
this Agreement.

G. At the option of Employer, for any reason whatsoever, without cause,
the Employer and shareholders holding seventy-five percent (75%) of the
outstanding Class B shares of Employer other than the Class B shares of
Employer held by Employee vote to terminate.
H. Employee ceases, for any reason, to be a shareholder of Employer.

/. Employee offers Employee’s shares of Employer for purchase by
Employer pursuant to the terms of that certain Buy-Sell Agreement between
the shareholders of Employer and Employer of even date herewith.
J. Employee attains the age of sixty-five (65) years (“Retirement”) by
the end of the fiscal year of Employer.

K. Dissolution of Employer occurs.
8. Termination Payment: Other than Death or Permanent Disability.
A. Except as provided in Paragraph 10, on termination of Employee’s
employment, for any reason other than retirement, death, or permanent
disability, Employer shall pay Employee a Paragraph 8 Termination Payment
equal to the product of (i) either one hundred seventy-five percent (175%)
of the annual Basic Salary then being paid to Employee, if Employee does
not engage in the active practice of public accountancy during the two (2)
years following the date of termination in any of the following counties:
; or one hundred percent (100%) of the annual Basic Salary
then being paid to Employee, if Employee does engage in the active prac
tice of public accountancy during the period of two (2) years following the
date of termination in the aforementioned counties multiplied by (ii) the
Paragraph 8 Vesting Factor for Employee at the time of such termination.
The Paragraph 8 Termination Payment shall be due and payable, without
interest, in twenty-four (24) equal monthly installments beginning on the
first day of the month subsequent to the date of such termination.
B. The Paragraph 8 Vesting Factor for Employee shall be as follows: (i) If
Employee shall have become a shareholder of Employer before calendar
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year 19XX, the Paragraph 8 Vesting Factor shall be equal to 1.00 at all
times; (ii) if Employee shall have become a shareholder of Employer in any
year after calendar year 19XX, the Paragraph 8 Vesting Factor shall be as
follows: 0.0 during the period on and after the date Employee shall become
a shareholder of Employer (the “Commencement Date”) and before the
date two (2) years after the Commencement Date; 0.25 during the period
on and after the date two (2) years after the Commencement Date and
before the date three (3) years after the Commencement Date; 0.50 during
the period on and after the date three (3) years after the Commence
ment Date and before the date four (4) years after such Employee’s
Commencement Date; 0.75 during the period on and after the date four (4)
years after the Commencement Date and before the date five (5) years
after the Commencement Date; and equal to 1.00 at all times thereafter.
9. Termination Payment: Retirement, Death, or Permanent Disability.
A. Except as provided in Paragraph 10 below, on termination of Employee’s
employment because of retirement, death, or permanent disability,
Employer shall pay Employee or Employee’s estate, as the case may be, a
Paragraph 9 Termination Payment equal to the product (i) two hundred fifty
percent (250%) of the annual Basic Salary then being paid to Employee
multiplied by (ii) the Paragraph 9 Vesting Factor for Employee on the date
of such termination.

B. The Paragraph 9 Vesting Factor for Employee shall be as follows: (i) If
Employee shall have become a shareholder of Employer before calendar
year 19XX, the Paragraph 9 Vesting Factor shall be equal to 1.00 at all
times; (ii) if Employee shall have become a shareholder of Employer in any
year after calendar year 19XX, the Paragraph 9 Vesting Factor shall be as
follows: 0.0 during the period on and after the date Employee shall become
a shareholder of Employer (the “Commencement Date”) and before the
date one (1) year after the Commencement Date; 0.33 during the period on
and after the date one (1) year after the Commencement Date and before
the date two (2) years after the Commencement Date; 0.66 during the
period on and after the date two (2) years after the Commencement Date
and before the date three (3) years after the Commencement Date; and
00 at all times thereafter.
1.

10. Dissolution After Termination. In the event Employer makes an
election to wind up and dissolve within sixty (60) days after the termination
of Employee’s employment, the provisions of Paragraphs 8 and 9 shall
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not apply, and in lieu thereof, Employee shall receive as termination pay
the amount Employee would have received as a shareholder of Employer
from any proceeds on dissolution were Employee a shareholder at the time
of such dissolution less the amount, if any, received by Employee from the
sale of Employee’s shares of Employer pursuant to a Buy-Sell Agreement
relating thereto to which Employee is a party. Such payments to Employee
shall be made at the same time as payments are made to Shareholders of
Employer.

11. Health and Disability Insurance. Employer shall provide Employee
with, and shall pay all premiums on, standard group medical policies of
insurance selected at the sole and absolute discretion of Employer; and, at
Employer’s sole discretion, Employer may provide group life insurance
with benefits payable to Employee or Employee’s designated beneficiary.
Such policy or policies shall provide benefits in the event of Employee’s
death or illness and in accordance with the terms of said policy or policies.
Employer, on behalf of Employee, shall pay a portion of the annual premium
for a group disability policy or policies of insurance which shall be maintained
by Employer, and Employee shall reimburse Employer for such payment.
That portion of such group disability insurance annual premium to be so
paid and reimbursed (the “Employee’s Disability Insurance Premium
Share’’) shall be proportional to the disability benefits available to
Employee under such group policy. Such disability policy or policies shall
be selected at the sole and absolute discretion of Employer with benefits
payable to Employee in the event of Employee’s disability in accordance
with the terms of said policy or policies. Employee hereby authorizes
Employer to withhold from payments otherwise due to Employee hereun
der the amount of the Employee’s Disability Insurance Premium Share and
to apply such amount so withheld to Employee’s obligation to reimburse
Employer for payment of such amount on behalf of Employee.
12. Records. Employee agrees that on termination of Employee’s
employment for any reason, Employee shall not be entitled to remove or
retain Employer’s records or files related to any client unless the client
shall specifically request that such client’s records and/or files be transmit
ted to Employee, nor shall Employee be entitled to remove or retain any
other files, figures, letters, records, papers, drawings, agreements, client
lists, or copies thereof, or other confidential information of any type or
description, without Employer’s prior written consent.
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13. Expenses.

A. Employer shall provide appropriate facilities and equipment to enable
Employee to perform Employee’s duties hereunder and shall pay all reasona
ble expenses for supplies, professional license fees, and dues. Employer
shall purchase appropriate comprehensive public liability, property dam
age, and malpractice insurance naming both Employer and Employee as
insureds, covering Employer’s premises and Employer’s business.
B. Additionally, Employee shall be entitled to reimbursement from
Employer for educational expenses approved by Employer incurred to
maintain or improve Employee’s professional skills, and for Employee’s
actual expenses for travel, room, and meals for attending conferences and
annual meetings of professional associations when approved by Employer.

C. Employee shall, as a practicing CPA, incur and personally pay certain
expenses other than those specified above for which Employer shall be
under no obligation to reimburse or otherwise compensate Employee.
These include but are not limited to professional expenses, home tele
phone bills, club dues, and membership expenses in civic groups and
social organizations. In addition, as a condition of Employee’s employ
ment, Employee shall furnish and maintain an automobile for use in
Employer’s business. Nothing in this Paragraph shall prevent Employer
from assuming to pay or reimbursing Employee for any expenses in any of
the categories enumerated above.
14. Life Insurance. In addition to any insurance maintained by
Employer for Employee’s benefit, Employer shall have the right to obtain
and maintain life insurance or other insurance with respect to Employee, at
Employer’s sole cost and expense and for Employer’s sole benefit, and
Employee shall not have any rights in or to such insurance or the proceeds
thereof. Employee agrees to cooperate with Employer in obtaining such
insurance and shall timely submit to the usual medical and other examina
tions required in connection therewith.

15. Arbitration. Employer and Employee agree that any unresolved
dispute that may arise under the provisions of this Agreement shall be
submitted to arbitration in accordance with the provisions of Paragraph
20 of a Buy-Sell Agreement between Employer and its shareholders of
even date.
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16. No Acts Contrary to Law. Nothing contained in this Agreement
shall be construed to require the commission of any act contrary to law, and
whenever there is any conflict between any provision of this Agreement
and any statute, law, ordinance, or regulation contrary to which the parties
have no legal right to contract, then the latter shall prevail; but in such
event, the provisions of this Agreement so affected shall be curtailed and
limited only to the extent necessary to bring it within the legal require
ments. Each and all of the several rights and remedies provided for in this
Agreement shall be construed as being cumulative, and no one of them
shall be deemed to be exclusive of the others or of any right or remedy
allowed by law. No waiver by Employer or Employee of any failure by
Employee or Employer, respectively, to keep or perform any covenant or
condition of this Agreement shall be deemed to be a waiver of any preced
ing or succeeding breach of the same or other covenant or condition.
17. Notice. All notices and demands of every kind shall be personally
delivered or sent by first class mail to the parties at such addresses as
either party may designate in writing. Any such notice or demand shall be
effective immediately upon personal service or three (3) days after deposit
in the United States mail, as the case may be.
18. Attorneys’ Fees. In the event that any party institutes suit against
any others to enforce any of the terms of this Agreement, the prevailing
party in any such action shall, in addition to all other damages, be entitled
to recover attorneys’ fees.

19. Covenants and Conditions. Should any covenant, condition, or
other provision of this Agreement be held by a court of competent jurisdic
tion to be invalid, illegal, or unenforceable by reason of any rule of law or
public policy, all other covenants, conditions, and provisions of this Agree
ment shall, nevertheless, remain in full force and effect. No covenant or
provision hereof shall be deemed dependent upon any other covenant or
provision unless so expressed herein.
20. Miscellaneous.

This Agreement shall be deemed entered into in the State of
and shall be governed and construed in accordance with the
internal laws of the State of_______________ applicable to contracts made
and to be performed in________________. A waiver of any term or condition of

A.
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this Agreement shall not be construed as a general waiver by Employer,
and Employer shall be free to reinstate any such term or condition with or
without notice to the Employee.
B. It is hereby agreed that Employee’s and Employer’s rights and obligations
under this Agreement are personal and not assignable. This Agreement
contains the entire agreement and understanding between the parties to it
with respect to the matters covered hereby, supersedes all prior agreements,
negotiations and discussions, and shall be binding on and inure to the benefit
of the heirs, personal representatives, successors, and assigns of the par
ties, subject, however, to the restrictions on assignment contained herein.
C. Except as expressly provided in this Agreement, on termination
Employee shall be entitled to receive only the compensation accrued but
unpaid as of the termination date, plus such Employee’s termination pay
as provided in Paragraph 8 or 9, but shall not be entitled to any additional
compensation.
D. This Agreement may not be altered, modified, amended, changed,
rescinded, or discharged in whole or in part except by a writing executed
by the parties hereto.

E. The paragraph headings used in this Agreement are for reference and
convenience only and shall not in any way limit or amplify the terms and
provisions hereof or enter into the interpretation of this Agreement.
F. Employee and Employer represent and warrant that they are free to
enter into this Employment Agreement and that they have not made and
shall not hereafter make any agreement or commitment in conflict with the
conditions hereof or which could or might interfere with the rendition of
their services and duties hereunder. Employee agrees to indemnify
Employer, and Employer agrees to indemnify each Employee, and they
each agree to hold each other harmless from and against any loss, liability,
judgment, cost, or expense of any kind and character suffered or incurred
by the respective parties by reason of any breach of any of the foregoing
warranties by Employee or Employer.
G. Employer agrees to include Employee as a participant in any Qualified
Employee Benefit Plan established by the Employer.
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IN WITNESS WHEREOF, Employer has caused this Agreement to be
executed by its duly authorized officer and each Employee has executed
this Agreement effective________________ , 19XX.
A Professional Corporation
“Employer”

By:
Vice President

“Employee”
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The illustrative material below has been included for informational
purposes only. Practitioners who feel that any of this material would be
useful in their own agreements are advised to consult legal counsel for
specific advice on the appropriateness and effect of such use.

Buy-Sell Agreement
THIS AGREEMENT is made as of________________ , 19XX, by and between
________________and all other persons who may hereafter execute this Agree
ment as a shareholder (which such persons are hereinafter referred to
individually as a “Shareholder” and collectively as the “Shareholders”)
and_______________ , a Professional Corporation duly organized under the laws
of the State of________________ (hereinafter referred to as the “Company”).

RECITALS

A. The Shareholders are the sole Shareholders of the Company, owning
all of the issued and outstanding shares of the capital stock of the Com
pany (the “Company Stock”); and
B. The parties to this Agreement deem it to be in their best interest, for their
mutual protection and the more harmonious and successful management
of the Company, to provide for the purchase and sale of the shares of stock,
both during the life of each Shareholder and upon a Shareholder’s death;
and
C. The Shareholders are required to provide for the repurchase of shares
of stock of the Company under the rules promulgated pursuant to
________________Corporations Code Section________________ ;
NOW, THEREFORE, in consideration of the premises and the benefits to
be derived from the mutual observance of the covenants contained herein,
the parties do hereby bind themselves, their respective heirs, executors,
administrators, and assigns and agree as follows:

1. Restrictions on Transfer of Shares. No Shareholder may sell, trans
fer, assign, hypothecate, pledge, mortgage, give, or otherwise dispose of or
in any way alienate or encumber any shares of the Company or any rights
or interest therein, except as set forth herein.
FOR DISCUSSION PURPOSES ONLY
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2. Option to Purchase Stock. If any Shareholder desires to sell,
assign, hypothecate, pledge, mortgage, or otherwise alienate or encumber
any Company Stock, all Company Stock owned by said Shareholder must
first be offered to the Company, and the Company shall have the option
hereinafter set forth:
A. Unless waived by the Company and all Shareholders, there can be no
valid sale, assignment, hypothecation, pledge, mortgage, or other aliena
tion or encumbrance of less than all a Shareholder’s Company Stock; and
unless so waived, transfers of less than all of a Shareholder’s interest in
such Shareholder’s Company Stock are strictly prohibited.

B. If a Shareholder desires to transfer all of such Shareholder’s shares of
Company Stock, such Shareholder (the “Offering Shareholder”) shall
deliver a notice in writing, by mail, to the Secretary of the Company and to
the other Shareholders of such Offering Shareholder’s shares. Promptly
upon receipt of such notice, the Secretary shall give notice of the Offering
Shareholder’s intention to the Directors of the Company. Within ten (10)
days after said notice has been received by said Secretary, a special meet
ing of the Board of Directors of the Company shall be duly called, noticed,
and held for the purpose of considering the proposed transfer. For twenty
(20) days following receipt of such notice by the Secretary, the Company
shall have the option to purchase all of the Offering Shareholder’s shares
of Company Class A and Class B Stock at the price per share set forth in
Paragraph 4 hereof, payable in full ninety (90) days after the date such
option is exercised.
C. The option set forth in Subparagraph B shall be exercised by written
notice to the Offering Shareholder. The stock certificate representing the
offered shares shall be delivered to the Company at the time of closing,
duly endorsed for transfer.

D. In the event the Company does not exercise the option set forth in Sub
paragraph B hereof so that all of the stock of the Offering Shareholder is
purchased, the Company forthwith shall be dissolved and liquidated.
3. Termination of Employment.

A. In the event of the termination of any Shareholder’s employment with
the Company for any reason other than death, such event shall constitute
an offer to sell all of the Class A and Class B Stock of such Shareholder at

FOR DISCUSSION PURPOSES ONLY

▼ APPENDIX D

109

the price per share set forth in Paragraph 4 hereof and upon all the terms and
conditions contained in Paragraph 2. Upon the effective date of termination of
employment, the Secretary or any other officer of the Company shall call
a meeting of the Board of Directors as provided in Paragraph 2 of this
Agreement. Notwithstanding anything herein contained to the contrary, any
such sale shall close not later than ninety (90) days after the selling Share
holder ceases to be a licensed person or becomes a disqualified person.

B. Upon the death of any Shareholder, the estate of such Shareholder
shall sell and the Company shall purchase all of the shares of Class A and
Class B Stock then owned by such Shareholder at the price provided in
Paragraph 4.
C. If the Company fails to purchase said shares of stock as required by
Paragraph 3A or 3B above, the Company shall be dissolved and liquidated
forthwith. The stock certificate or certificates representing such shares
shall be delivered to the Company at the time of closing, duly endorsed for
transfer, and accompanied by an order of the Court having jurisdiction over
the estate of the deceased Shareholder authorizing said sale. The sale shall
be closed as soon as possible after the purchase price has been determined,
but not later than ninety (90) days after the death of the Shareholder. The
Company shall pay the purchase price in full on the closing date.

4. Purchase Price.
A. The purchase price per share of any shares of Class A Stock purchased
and sold pursuant to this Agreement shall be one dollar ($1.00) per share.
The purchase price per share of any shares of Class B Stock purchased
and sold pursuant to the provisions of this Agreement shall be the
“adjusted cash basis book value” of the Company divided by the total
number of shares of Class B Stock (including those to be purchased out
standing prior to such purchase). The purchase price shall be determined
in accordance with generally accepted accounting practices, subject to the
provisions of this Paragraph; and such determination shall be conclusive
and binding upon the parties. The purchase price shall be computed as of
the last day of the calendar month immediately preceding the month in
which occurs the event giving rise to the option or obligation to purchase,
except that in the event of purchase due to the termination of any Share
holder’s employment as a result of such Shareholder’s permanent disability
(as that term is defined in the Employment Agreement), the purchase price
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shall be determined as of the last day of the calendar month immediately
preceding the commencement of such Shareholder’s disability.

B. As used herein, “adjusted cash basis book value’’ refers to book value
as determined using the cash receipts and disbursements method of
accounting, adjusted to include as liabilities the following: (1) all accrued
operating expenses of________________, (2) sums owing to former employees
under this Buy-Sell Agreement constituting the purchase price of stock
of________________, and (3) accrued contributions to the Company’s Pension
and Profit-Sharing Plan (if any) relating to persons other than Shareholder,
but excluding any value for the life insurance policies carried by the Company
pursuant to Paragraph 9 of this Agreement, fees receivable, and goodwill.
C. As used herein, “Employment Agreement’’ shall mean the agreement
between each Shareholder and the Company entitled “Employment
Agreement” of even date herewith.

D. Notwithstanding anything contained herein to the contrary, no income
attributable to services rendered by the Company after any time any
Shareholder becomes a disqualified person as defined in________________
Corporation Code Section________________ shall be considered in determin
ing the value of such Shareholder’s stock.
5. Termination of Voting Rights. No Shareholder or any personal
representative of any Shareholder shall have any voting or other rights
from or after the date of such Shareholder’s death, disqualification, or ter
mination of employment with the Company.
6. Notices. All notices and demands of every kind shall be personally
delivered or sent by first class mail to the parties at the addresses appear
ing at the end of this Agreement or at such other addresses as either party
may designate in writing, delivered or mailed in accordance with the terms
hereof. Any such notice or demand shall be effective immediately upon
personal service or three (3) days after deposit in the United States Mail, as
the case may be.

7. Enforcement of Contract. Shares of Company Stock cannot be
readily purchased or sold in the open market, and for that reason, among
others, the parties shall be irreparably damaged in the event this Agree
ment is not specifically enforced. If any dispute arises concerning the sale
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or disposition of any stock, an injunction may be issued restraining any
such sale or disposition pending the determination of such controversy. In
the event of any controversy, such rights or obligations shall be enforcea
ble in a Court by a decree of specific performance. Such remedy shall,
however, be cumulative and not exclusive and shall be in addition to any
other remedy which the parties may have. In the event any party hereto
institutes legal action or cross-action for breach or enforcement of the
terms hereof, the prevailing party shall recover reasonable attorneys’ fees
as fixed by the Court, together with Court costs.
8. Intent of Parties. It is the intention of the parties to this Agreement
that this Agreement shall comply with the requirements of the provisions of
the________________Business and Professions Code and the_________________
Corporation Code regulating professional corporations, and the rules of
the State Board of Public Accountancy. Any provision in this Agreement
inconsistent with such laws, rules, or regulations shall be invalid.

9. Life Insurance. The Company may, at its option, carry life insurance
policies on the life of any Shareholder to provide the Company with sufficient
funds to enable it to purchase such Shareholder’s stock pursuant to the
provisions of Paragraph 3 hereof. The Company shall own all such policies
and each Shareholder waives any rights such Shareholder may have
under such policies. With respect to the purchase by the Company of
insurance policies acquired pursuant to this Paragraph, each Shareholder
specifically agrees to cooperate fully with the Company and the insurer in
obtaining and maintaining such insurance on such Shareholder’s life and
shall timely submit to any requested medical or other examinations in
connection therewith. The Company shall pay all premiums on any such
insurance policies. If any Shareholder sells such Shareholder’s shares in
the Company during such Shareholder’s life, or if this Agreement is termi
nated for any reason set forth in Paragraph 11 ofthis Agreement, the selling
Shareholder (in the event of a sale during a Shareholder’s life) and each
Shareholder (in the event of termination of this Agreement pursuant to Para
graph 11) shall have the right to purchase any such policy or policies upon
such Shareholder’s life owned by the Company. The purchase price for the
policy or policies shall be the interpolated terminal reserve value of such
policy or policies as of the date of sale, less any existing indebtedness against
such policy or policies, plus that portion of the premium or premiums on such
policy or policies paid prior to the date of sale which covers the period beyond
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the date of sale. If such policy is term life insurance, said policy shall be trans
ferred to the insured upon adjustment between the parties of premium paid
beyond the date of sale. Such right of purchase must be exercised by the
insured within ninety (90) days after sale of such Shareholder’s shares or the
termination of this Agreement. If not so exercised, such right shall terminate.
Upon the exercise of such right, the Shareholder shall deliver the purchase
price of the policy or policies on such Shareholder’s life to the Company,
and the Company shall simultaneously execute and deliver to such Share
holder all the documents which are required to transfer ownership of
the policy or policies. If such right of purchase is not exercised within the
time prescribed by this Paragraph, the Company may make whatever
disposition of the policy or policies the Company shall deem proper.

10. Endorsement. Each stock certificate presently owned by each
Shareholder and all stock certificates acquired by each Shareholder
during the term of this Agreement shall bear the following endorsement:
This certificate may be-sold or transferred only upon compliance with the
terms and conditions of the Buy-Sell Agreement dated____________,
19XX, among___________ , a Professional Corporation (the “Com
pany”) and the shareholders of the Company, a copy of which is on file with
the Secretary of the Company.

11. Termination. This Agreement shall terminate upon the occurrence
of any of the following events:
A. Bankruptcy, receivership, or dissolution of the Company

B. The purchase of the Company’s stock so that there remains but one
shareholder

C. The written agreement of the holders of seventy-five percent (75%) of
the outstanding Class B shares of the Company
12. New Shareholders. In the event any person desires to acquire
stock in the Company, the Company shall require such person, as a condi
tion of such person’s acquisition of stock in the Company, to execute this
Agreement. In the event any such person does not promptly execute this
Agreement, the Company shall not issue any Company stock to such
person.

FOR DISCUSSION PURPOSES ONLY

▼ APPENDIX D

113

13. Entire Agreement. This Agreement constitutes the entire agreement
of the parties hereto with respect to the matters set forth herein and super
sedes all prior agreements, negotiations, concurrent representations, or
promises of any party hereto or any of their respective agents or represen
tatives. This Agreement may not be altered, modified, amended, changed,
rescinded, or discharged, in whole or in part, except by a writing executed
by all the parties hereto.

14. Covenants and Conditions. Should any covenant or other provi
sion of this Agreement be held by a court of competent jurisdiction to be
invalid, illegal, or unenforceable by reason of a rule of law or public policy,
all other conditions and provisions of this Agreement shall nevertheless
remain in full force and effect. No covenant or provision hereof shall be
-deemed dependent upon any other covenant or provision unless so
expressly stated herein.
15. [State] Law to Govern. This Agreement shall be deemed entered
into in [State], shall be governed and construed in accordance with the
internal laws of [State] applicable to contracts made and/or to be performed
in [State].
16. Attorneys’ Fees. In the event any party hereto institutes a suit or an
arbitration or proceeding against any others to enforce any of the terms of
this Agreement, the prevailing party in any such action shall, in addition to
all other damages, be entitled to recover such party’s attorneys’ fees.

17. Paragraph Headings. The paragraph headings in this Agreement are
for reference and convenience only and shall not in any way limit or amplify
the terms and provisions hereof or affect the interpretation of this Agreement.
18. Miscellaneous. This Agreement shall inure to the benefit of and be
binding upon the heirs and personal representatives of each Shareholder
and the successors and assigns of the Company, subject to the restrictions
upon assignment set forth herein. Time is agreed to be of the essence.
19. Arbitration. It is the intent of the parties that any and all disputes
hereunder shall be subject to arbitration as provided in Section_________
of the_________ Code of Civil Procedure. Notwithstanding any provisions
of the aforesaid rules or statutes to the contrary, the refusal or failure of any
party to appear or participate in any hearing or other portions of any
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arbitration proceeding pursuant to this Section shall not prohibit such
arbitration hearing from proceeding, and the arbitrator is empowered to
make a decision and/or render an award ex parte which shall be binding on
each party as fully as though such party had participated fully in each hear
ing or proceeding. The prevailing party in any arbitration proceeding or
legal proceeding to enforce arbitration shall be entitled to recover in addi
tion to all of the damages the prevailing party’s reasonable attorneys’ fees.

IN WITNESS WHEREOF, the parties have caused this Agreement to be
executed as of the date first written above.

Shareholder
A Professional Corporation
(the “Company”)

By________________________________________
President
SPOUSE’S CONSENT

I acknowledge that I have read the foregoing Buy-Sell Agreement (the
“Agreement”) and know its contents. I am aware that under the Agreement
my spouse agrees to sell all of my spouse’s interest in the Company, including
my community interest therein, upon my spouse’s death, total disability,
voluntary withdrawal or involuntary withdrawal. I further understand that by
the terms of the Agreement, my spouse agrees to limitations upon my
spouse’s right to sell my spouse’s interest in the Company voluntarily dur
ing my spouse’s life. I hereby consent to such sale and such limitations,
approve the provisions of said Agreement, and agree that I shall not
bequeath said interest in the Company or any portion thereof or any interest
therein by my Will, if I predecease my spouse. I direct that the residuary
clause in my Will shall not be deemed to apply to my community interest in
the Company.

Spouse’s Signature
Dated:___________________ , 19XX
FOR DISCUSSION PURPOSES ONLY
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Services and Publications of the
Management of an Accounting
Practice Committee
National Practice Management Conferences, targeted toward managing
partners of local firms, offer a practical approach to practice management.
Geared to mid-size and larger local firms, but open to all. Two each year:
summer and fall.
(212) 575-3814

National Small Firm Conferences, designed for sole practitioners and
firms with two to four partners, provide practical guidance on how to oper
ate a successful, small firm. As with all MAP conferences, exchange of
information on management problems and solutions with other practi
tioners is emphasized. Two conferences annually: summer and fall.
(212) 575-3814
National Marketing Conferences are for firms of all sizes but are
designed primarily for partners responsible for marketing and Marketing
Directors. The conferences cover techniques for successful practice
development. One annually in June.
(212) 575-3814
MAP Handbook, a comprehensive 1,000 page, three-volume, looseleaf

reference service on practice management, is updated annually. It
includes more than 200 forms, sample letters, checklists, worksheets, all
easy to reproduce or adapt for your practice needs. It provides detailed
financial data and policy information for various-sized firms that enable
you to evaluate your performance with comparable-sized firms. Topics
covered include developing an accounting practice, administration, per
sonnel, partnerships, and management data.
For Information
(212) 575-3826
To Order
1-800-323-8724
MAP Selected Readings, a companion book to the MAP Handbook, is a

reader’s digest of over 500 pages of articles on successful practice
management, specially compiled from leading professional journals. The
articles contain numerous profit-making ideas for your practice. A new
Selected Readings edition is published annually.
For information
(212)575-3826
To order 1-800-323-8724
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MAPWORKS—DOCUMAP contains documents from the MAP Hand
book dealing with organization, client engagements, and personnel on

diskette. Available in three formats: APG2-NO. 016911, ASCII-No. 090080,
and WordPerfect 4.2-No. 090081.
U.S. 1-800-334-6961
New York State 1 -800-248-0445
Outside U.S.
(212) 575-7017
On Your Own! How to Start Your Own CPA Firm provides nuts-and-bolts
advice on how to start a CPA firm. It contains a wealth of hands-on informa
tion on operating profitably that would be useful to both new and existing
firms as well as prospective firm owners.
U.S. 1-800-334-6961
New York State 1-800-248-0445
Outside U.S.
(212) 575-7017

Other MAP Committee publications will be published in the future, including
an upcoming guide on practice continuation agreements, a must for sole
practitioners and other small firms. Watch AICPA “Update” for announce
ments of publication dates.
The MAP Inquiry Service responds to member inquiries concerning firm
management and administration. Need more help? The MAP staff can put
you in touch with experienced CPAs or consultants who can assist you with
your special problems.
(212) 575-3814

The MAP Roundtable Discussion Manual contains guidelines for
organizing a MAP roundtable discussion group. Such a group helps firms
find practical solutions to common issues or problems through regular
meetings and information exchange. The guidelines include sample
correspondence, forms to administer a roundtable, and twenty suggested
discussion outlines on topical management issues.
(212) 575-3814

About the Author
Mark F. Murray is an honors graduate of Merrimack College and
Suffolk University Law School in Boston, where he concentrated
in accounting and corporate law. Prior to joining the staff of the
AICPA Industry and Practice Management Division, Mr. Murray
practiced law and managed the accountant’s professional liability
program for a prominent insurance company. Mr. Murray is an edi
tor and contributing author of the AICPA Management of an
Accounting Practice Handbook.
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rights to equitable remedies, 51
rights to examine the books, 30, 43
transfers of interest, 40
wills, 42
Partnership agreements
amendments, 49
application or execution of provisions,
48-51
compared to organizational documents
of corporations, 3
objectives (chart), 12-14
periodic review, 14
preliminary considerations, 9-12
sample provisions, 15-52
Partnerships. See also Partners
attorney’s role in organization, 67-68,
70-72
background, ix-x
compared with professional
corporations (chart), 3-7
defined, 18
dispute resolution, 45-48
dissolution, 13-14, 46-47
files and records, 30, 42-43, 47-48
financial management provisions,
42-44
fringe benefits, 22-23
governance provisions, 31-35
meetings, 35-37
non competition provisions for former
partners, 27, 44-45
notices or other communications, 49
ownership change provisions, 23-31
partners’ responsibilities, 37-42
taxation, 7
Percentage of interest, defined, 18
Permanent disability
corporate employment contract
provisions, 101
partnerships, 18, 26-27
Place of business
corporations, 77, 81
partnerships, 16
Presidents, powers and duties, 62, 92
Professional corporations, 53-66
articles of incorporation, sample
document, 73-79
attorney’s role in organization, 67-72
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Professional corporations (cont.)
background, x-xii
checklist of procedures for
organization, 64-66
compared with partnerships (chart),
3-7
dispute resolution, 103-104, 110-111,
113-114
documents necessary for organization
and operation, 54-61
files and records, 77, 102
liability, 4
management provisions, 75-77, 86-94
operation, 61-64
taxation, 7
Professional development time
partnership agreements, 23
Professional liability insurance.
See Liability insurance
Professional obligations
partnership agreements, 41
Profits and losses in partnerships, 20
Property ownership in partnerships, 17
Proxies
partnership voting, 36
Purposes of partnerships, 16-17
R

Reimbursements. See Expenses and
reimbursements
Retirement
corporate employment contracts,
61,
58100-101
partners, 18, 23, 27-31, 44
S

Salaries. See Compensation
Sales or mergers of partnerships, 24
Secretaries
corporate, powers and duties, 62, 93
partnership executive committees,
33-34
Securities Act of 1933, 69
Securities Exchange Act of 1934, 69
Separation of partners without
determining cause, 28
Shareholders
admission of new, 61, 112
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buy-sell agreements, 59-61, 107-114
employment contracts, 57-58, 97-106
liability, 4, 78
meetings, 63, 81-86
qualification provisions, 77-78, 85
retirement agreements, 58-61, 100-101
rights concerning stock, 74, 107-114
Sick leave
partnership agreements, 22
Spouse’s consent to buy-sell agreements,
114
State laws and regulations
compliance during organization of
corporations, 55, 65-66
operation of professional corporations,
69
partnerships, 68
shareholder meetings, 63
stock disposition on death or
withdrawal of shareholders, 59-60
Stock
articles of incorporation provisions,
74-75
buy-sell agreements, 59-61, 107-114
certificates, 94-95, 112
Stock redemption agreements.
See Stock—buy-sell agreements
T

Tax matters partners, 44
Tax returns in partnerships, 43-44
Taxation
partnerships and corporations
compared, 7
Terminations. See also Partners—changes
in status or ownership
buy-sell agreements, 112
corporate directors, 88
corporate employment contract
provisions, 99-102, 105
managing partners, 31, 33
partnership executive committees, 35
shareholders, disposition of stock,
108-109
Transfers of interest in partnerships, 40
Transfers of ownership
partnerships and corporations
compared, 5
Treasurers, powers and duties, 62, 93-94
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Uniform Partnership Act (UPA), x, 68
and corporate resemblance tests, xi
current, or amended, 17
United States versus Kintner, xi
V

Vacations and leaves of absence
corporate employment contracts, 99
partnership agreements, 22-23
Vesting, 100-101
Vice Presidents, powers and duties,
62, 92

Voting
boards of directors, 88
partnerships, 35-37
shareholders, 74, 85-86, 110
W

Waivers of partition
partnership agreements, 24
Wills
partnership agreements, 42
Withdrawal
partners, 25-26, 44-45
shareholders, disposition of stock,
61
59-
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